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INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 


THURSDAY, JULY 30, 1953 


House or RePResENTATIVES, 
Mitrrary Operations SUBCOMMITTER OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS 
Washington, D.C. 

The subcommittee met, pursuant to call, at 11:05 a. m., in room 
1501, New House Office Building, Hon. R. Walter Riehlman (chair- 
man of the sube ommittee) presiding. 

Present: R. Walter Riehlman, Marguerite Stitt Church, William 
E. Miller, Richard H. Poff, Chet Holifield, Frank Ikard, and Bill 
Lantaff. 

Also present: Paul J. Cotter, counsel, and Michael P. Balwan, staff 
director. 

Mr. Rreni_mMan. Gentlemen, this subcommittee will come to order. 

Because of the tremendous schedule before the Congress today, and 
our subcommittee being interested in trying to get all “of the informa- 
tion we can about the case before us, I will preceed to read into the 
record a statement that I have, and as soon as the counsel arrives we 
will call the witnesses. 

I have not discussed this with the members of the subcommittee, 
but I hope it will be satisfactory in case we have a quorum call, or 
if there is a necessity for the Members to be called to the floor of the 
House and they feel they have to go, I shall ask that the director of 
the subcommittee and the counsel continue on with the hearings. 

We are very anxious to get all of the material possible in evidence 
today in the record, because we have many witnesses here and we do 
not want to detain them any longer than is necessary. 

The hearing today is for the purpose of inquiring into the procure- 
ment and stockpiling of insulated shipping containers for whole blood 
to be used in case of future emergency. ‘These procurements were 
made by the Armed Services Medical Procurement Agency and ap- 
proximately 45,000 of these boxes have been contracted for—15,000 
for the Armed Services and 30,000 for the Federal Civil Defense 
Agency. 

It is understood that these containers or insulated trunks were de- 
signed to hold 24 500-cc. bottles of whole blood and can be used re- 
peatedly. Ice is used as the refrigerant in the box, which is supposed 
to keep the blood under 50° and well above freezing temperatures for 
a period of at least 24 hours, even though outside temperatures may 
reach 90°. It is understood that this is very important because at 
above 50° temperature the red corpuscles in blood begin to break down 
and bacterial action starts, both of which conditions could prove 
most harmful to a recipient of the blood. 
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The subcommittee initiated its inquiry on the basis of information 
which questioned the merits of the boxes being procured for stock- 
piling purposes. Investigation and tests which the subcommittee has 
caused to be conducted have developed certain indications which give 
the subcommitee deep concern. If there is any question about “the 
adequacy of these boxes, which are being procured and stockpiled, to 
handle large quantities of blood in the event of some future crisis, 
it would appear most important to develop such facts at this time. 
From information received, only approximately half of the boxes have, 
to date, been produced and delivered. 

Accordingly, we have called witnesses from the Armed Services 
Procurement Agency to review the procurement, the administration 
of the contracts, and the testing of these boxes. We have representa- 
tives of the Bureau of Standards here, whom we directed to conduct 
temperature-control tests on these respective boxes, as well as other 
witnesses. It is hoped that the inquiry will resolve any questions with 
respect to the procurement of the containers and their suitability to do 
the job for which they were procured. 

While it may be unnecessary, I would like to caution everyone not 
to form any final conclusion until we have all the facts. 

Now, Mr. Counsel, I would like to call as the first witness Mr. Wil- 
liam K. Hollinger, president of the Hollinger Corp., Arlington, Va, 

Is Mr. Hollinger here ? 

Will you come up and take a chair, please ? 

Will all those present who are going to be witnesses please stand 
and give their names and positions for the record ? 

Mr. Hoiireer. William K. Hollinger, president of the Hollinger 
Corp., Arlington, Va. 

Mr. Pixe. “Benjamin D. Pile. I am the head of the Engineering 
Branch, Engineering and Development Division, Armed Services 
Medical Procurement Agency. 

Mr. Beaux. John R. Beall, technologist, Laboratory Branch, Mate- 
rial Standards Division, Armed Services Medical Procurement 
Agency. 

Mr. Simon. Robert Simon, materials engineer, Specifications 
Branch, Material Standards Division, Armed Services Medical Pro- 
curement Agency. 

Mr. Catamarti, Joseph A. Calamari, Assistant Chief, Material 
Standards Division, Armed Services Medical Procurement Agency. 

Mr. Bauer. L. H. Bailey, Bailey Engineering Co., Ramsey, N. J. 

Mr. Acwennacu. Paul R. Achenbach, Assistant C hief, Heating and 
Air Conditioning Section, National Bureau of Standards. 

Mr. Murpock. William Murdock, Navy inspector. 

Mr. Tantit1o. Charles Tantillo, inspection administrator for the 
New York Naval Inspection District. 

Mr. Pumps. C. W. Phillips, mechanical engineer, National Bu- 
reau of Standards. 

Colonel Carow. Col. Theodore M. Carow, commanding officer, St. 
Louis Medical Depot. 

Colonel Brown. Max H. Brown, lieutenant colonel, MSC, Chief 
Contracting Officer, Armed Services Medical P1 ocurement Agency. 

Mr. Gappis. Robert E. Gaddis, National Red Cross. 

Mr. Suorr. Dabney E. Short, sales manager, Appomattox Trunk 
& Bag Co., Petersburg, Va. 
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Mr. Woxre. Charles E. Wolfe, investigator, General Accounting 
Office. 

Mr. Luoyp. Francis Lloyd, investigator, General Accounting Office. 

Mr. Asror. Michael J. Astor, investigator, General Accounting 
Office. 

Mr. Rreuiman. Has everyone who is going to be a witness given 
his name on the record ¢ 

Will you raise your hands? Do you solemnly swear the evidence 
you are to give before this committee will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

(Whereupon the witnesses listed above answered in the affirmative.) 

Mr. Riruuman. Be seated. 

All right, Mr. Counsel, will you proceed, please ? 

Mr. Correr. Mr. Hollinger, you are president of the Hollinger 
Corp. of Arlington, Va.? 


TESTIMONY OF WILLIAM K. HOLLINGER, PRESIDENT, HOLLINGER 
CORP., ARLINGTON, VA. 


Mr. Hotiincer. That is right. 

Mr. Correr. What is your present line of work? 

Mr. Horiinecer. Well, the principal line of work at the moment is 
fiberboard pieces of metal-edge construction for packaging, mailing 
and parcel post mailing, and materials handling. 

Mr. Correr. Has your corporation had some experience in the 
making of these insulated blood boxes ? 

Mr. Hotiincer. We began making them in 1948, when the Red 
Cross started their blood program. 

Mr. Correr. Will you Briefly explain what the history of your ex- 
perience has been ? 

Mr. Hoxirncer. Well, in 1948 we learned that the Red Cross was 
going to institute a national blood collection program, and being in 
the packaging business I figured there might be some need for pack- 
aging and handling of blood. I didn’t know actually at the time it 
would require refrigeration. So I went over to the national headquar- 
ters and was introduced to Dr. McIntyre—Dr. Ross McIntyre—who 
had been brought in to begin the blood-collecting program. He told 
me he was very interested in having someone come in and work with 
them. 

Mr. Correr. Mr. Hollinger, I don’t want to appear to hurry you, but 
if you can streamline the history and development and get down to 
the procurement 

Mr. Hotuincer. We did work with them for 6 months and worked 
out a box that was suitable. We began to manufacture it for them 
and they gave us quite a large contract to run over a period of 2 years. 
At the end of the year they. found they couldn’t use the boxes. They 
needed a lighter and stronger box, and asked us to accept cancellation 
of this contract, which we did. 

We continued development, of course, to get a better box and came 
up with one. And they gave us additional contracts, all small, of 500 
or 1,000 units, as they needed them. 

They worked with us very closely in improving them. They ran 
tests and we ran tests. 
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Mr. Correr. They had been shipping blood prior to 1948 in the 
armed services ¢ 

Mr. Ho.iincer. The armed services had been. 

Mr. Correr. What. type of boxes had they used prior to that time? 

Mr. Houirncer. The prior container was carrying 16 bottles of 
blood with fiberglass insulation. 

Mr. Correr. A one-shipment box? 

Mr. Houirnerr. Yes. They threw it away. 

Mr. Correr. The box you developed was a multiple-shipment box? 

Mr. Houirncer. That is what they asked for. 

Mr. Correr. What were the primary requisites ? 

Mr. Houiincer. They weren’t sure at that time. They were just 
beginning and didn’t know to what extent they needed refrigeration 
for shipping the blood; but as they continued to make and improve the 
boxes they decided they needed this type of specification : 

That at an outside temperature of 80° the box should keep the blood 
below 50° for 48 hours, and at an outside temperature of 90° it should 
keep the blood below 50° for 24 hours. That is what we had to 
achieve. 

Mr. Correr. The box had to be a relatively tough box to be used 
again and again? 

Mr. Houurncer. They asked for the very strongest construction, 
keeping in mind that the weight should be as light as possible because 
of air shipments and the high cost of shipping. 

Mr. Correr. Actually, the box you developed took the form of a 
small trunk ¢ 

Mr. Hoxiiincer. That is correct. In our search for a strong and 
lightweight box we went to the trunk industry and found after tests 
that the standard trunk construction was the strongest thing we could 
find on the market, and had been for years and years. We didn’t know 
it, but had made a box stapled together and it didn’t hold up. 

Mr. Correr. You had to have it strong and light. Were there any 
other requisites ¢ 

Mr. Houiirncer. Those were the main ones. Keep it as light as 
possible, but still it was to be strong for many shipments and rough 
handling. 

Mr. Correr. After this box had been pretty well developed you 
manufactured a number of thousand for the Red Cross? 

Mr. Houiincer. Yes: we did. 

Mr. Correr. To your knowledge, were they used with satisfaction ? 

Mr. Houiincer. They have always told us they were satisfactory 
and any detail they found unsatisfactory we stopped in the middle of 
production rather than make changes in them. 

Mr. Corrrmr. Did the armed services become interested in this type 
of box? 

Mr. Houurncer. Yes, they did. 

Mr. Correr. When ? 

Mr. Hottancer. It was in May 1951, I think. 

Mr. Correr. Did they order some boxes from you—this Red Cross 
type of box? 

Mr. Howiincer. Yes. They called us one Friday and said they 
were in a tremendous hurry. Would we come to their office in 
Brooklyn on the following Monday. We did, and they said they 
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would like to have 500 boxes of the same type shipped to the west coast 
in 3 days. 

Mr. Correr. This was after Korea? 

Mr. Hoiuincer. About a year after Korea began. 

Mr. Correr. Then at a later time did they develop a specification 
for a box of their own ¢ 

Mr. Houuincer. Yes. We delivered them about 2,100, or a little 
over, of this type box, and delivered them very rapidly because they 
said they needed them badly on the west coast for shipments to Korea. 
We understood the box they had been using, which they designated 
as a one-time box, had not been holding up, we had been told. 

We made these and they sent their specifications writer, Mr. Kelston, 
down to see us. We showed him our manufacturing materials and 
specifications and we had drawings made by the trunk people for his 
use. He went back and wrote a complete specification on our box, 

Mr. Correr. Did the specification generally follow it‘ 

Mr. Houiineer. It generally foilowed it, with the exception that 
they changed the thickness of the insulating material from 2 inches 
to 3 inches. 

Mr. Correr. What type of insulating material did you use? 

Mr. Houiincer. We used what is known as in the trade as styrofoam. 
Dow Chemical makes it—an expanding polystyrene plastic, water 
resistant, and which will pick up only a very small percentage of 
water by weight because of the fact that the cells are not inter- 
connected. 

Mr. Corrrer. Did they give any reason for changing the specifi- 
cations ¢ 

Mr. Ho.ir1Nerr. They told us the box they had always used had 
3 inches of insulation, and they wanted to continue it, and it more 
nearly met the militarily correct characteristics of an insulated ship- 
ping container, as they saw it. 

Mr. RreuimMan. What did that do to the size of the box? 

Mr. Houxrnerr. It increased the size by 2 inches in the length, 
2 inches in the width, and 2 inches in the height, and added about 16 
pounds to it. 

Mr. Rreu~tMan. What about the weight? 

Mr. Houitneer. It added 15 to 16 pounds to the weight and made 
it pretty difficult to handle, compared to the other box. 

Mr. Correr. Did you make any comment on this change in the 
specifications at that time? 

Mr. Houuincer. We did. We built some boxes of that type and 
tested them at the same time as the standard Red Cross box, and 
we could find no difference in performance. We went to the specifi- 
cations people and I believe some of the contracting people in the 
agency, and pointed out that we saw no difference and asked why 
did they want a heavier and larger and more expensive box. ‘There 
was about 12 to 13 percent more material cost in them. 

Mr. Correr. But you did build some of these boxes for the Armed 
Services Medical Procurement Agency / 

Mr. Hotireer. Yes. That same box. They asked us for the price 
on the basis of a negotiated bid. 

Mr. Rrentman. | would like to get this clearly in the record. This 
larger box would carry no more blood ? 

Mr. Howurncer. No, sir. 
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Mr. Rreuiman. The capacity is identically the same as the one 
you made before ? 

" Mr. Houirncer. Identically the same. The inside dimensions are 
practically the same, within an eighth of an inch. 

Mr. Lantrarr. What was the difference in cost? 

Mr. Houircer. In our cost it was roughly $6 and some cents. 

Mr. Correr. On each unit. 

Mr. Hotxincer. Yes. 

Mr. Ixarp. May I ask a question about the size? Is this your box 
here ¢ 

Mr. Horx1neer. Yes. 

Mr. Ixarp. And this is the larger box next to it? 

Mr. Hotirncer. That is right. 

Mr. Ixarp. The difference in size is brought about by the different 
insulation in the larger box? 

Mr. Hotwrncer. That is right. By increasing the thickness of the 
insulation from 2 inches to 3 inches. 

Mr. Corrrr. Mr. Hollinger, in May of 1952 did the Armed Services 
Medical Procurement Agency come out with an invitation to bid on 
a substantial number of boxes? 

Mr. Howiincer. Yes, they did. I would like to point out there we 
did make several lots of boxes with the 3-inch insulation for them, and 
each time we brought up the same question that it is too big and too 
heavy, and we think it is foolish; and also brought up the problem 
you would have of temperature-performance specifications in them. 
We did make these boxes and made some runs. 

In May 1952 we read in the Government Advertiser that an invi- 
te to bid had been issued for either 10,000 or 14,000 insulated 

oo shipping containers. We did not receive a bid, so we called the 

gency and they said it was a clerical error and sent us a bid. 

“ar: Correr. Did you bid on that box? 

Mr. Hoxirneer. I did. 

Mr. Correr. Do you know offhand how many people may have 
bid on it? 

Mr. Horxircer. Oh, I would recall probably 13 or 14. 

Mr. Correr. Who was the low bidder on that? 

Mr. Hoxurncer. As I remember it, it was the Texas Trunk Co. 

Mr. Correr. And they received the award ? 

Mr. Houuinecer. Yes. 

Mr. Correr. Did you contest that award? 

Mr. Howtrincer. We did protest it. 

Mr. Correr. On what basis? 

Mr. Houurncer. On the basis that there were no performance speci- 
fications at the time and no manufacturer could be expected to build 
a unit which would give proper refrigeration if he didn’t even know 
what he was building and just had physical characteristics of it and 
was told to put it together. Because our experience showed what 
extremes of quality control were needed to provide that temperature 
performance. 

Mr. Corrrer. Did you have any conferences with the officials of the 
Armed Services Medical Procurement Agency # 

Mr. Hoxtinerer. We did. The Director of the Armed Services 
Medical Procurement Agency invited us to come to New York, and 
we had aconference with him in his office. 
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Mr. Correr. Who was the Director? 

Mr. Hotirncer. Colonel Carow. 

Mr. Correr. About when did that conference take place? 

Mr. Horxiincer. Early in June. I have a letter from him about 
the conference dated June 11. I don’t remember the exact date. It 
was 2 or 3 days before that. 

Mr. Corrrr. Did they change their specifications in the light of 
your protest ¢ 

Mr. Hotzincer., On that particular contract you mean ? 

Mr. Correr. Yes. 

Mr. Hoxtiincer. No, they did not. Colonel Carow wrote to us that 
his engineers advised him if a container were made exactly according 
to the specifications as written it will undoubtedly give the desired 
performance and will be in every particular as satisfactor y a container 
as that which, “your company provided this agency under previous 
contracts.” 

He and his people felt there was not even time to ask for a preaward 
sample to prove that the manufacturer knew how to make it. There 
was not time to ask for it because it was almost at the end of the fiscal 
year. 

Mr. Correr. Did he say that? 

Mr. Hotiincer. I don’t recall whether the Director said it or one 
of his contracting people said it. 

Mr. Correr. One of the reasons they were giving to you as to why 
they didn’t change or withdraw the bid was ‘that they did not have 
time? 

Mr. HotiineEer. Yes. It was too close to the end of the fiscal year, 
which it was. 

Mr. Correr. It was June of 1952? 

Mr. Hotiincer. That was around the 9th of June, the conference 
in their office, because his letter is dated June 11. 

Mr. Correr. Could we introduce that letter in evidence, Mr. Chair- 
man ? 

Mr. Rrenuman. Yes,sir. Without objection, at least. 

(The letter referred to is as follows :) 


ExHirsiT 1 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
Brooklyn, N. Y., June 11, 1952. 
Re Invitation for bids No. MPA-30—287—md-—52-1576. 
Tue HOLLINGER CorP., 
Arlington, Va. 
(Attention: Mr. William Hollinger.) 


GENTLEMEN: The matters presented in your telegram of June 3 and at the 
conference held in my office on June 6 have been thoroughly considered. 

You will recall that at the conference we narrowed the problem down to one 
issue, that of the adequacy of the specifications. Since our meeting the specifica- 
tion writers and engineers of this agency have again conducted a careful study of 
this specification and have advised me that a blood-shipping container made 
exactly according to the specifications as written will undoubtedly give the desired 
performance and will be in every particular as satisfactory a container as that 
which your company has provided this agency under previous contracts. To insure 
that the company receiving the award under the referenced invitation will be able 
to produce a container which meets specifications a preproduction sample will be 
required in addition to the usual production samples. 
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Again I wish to express to you my sincere appreciation of your interest in this 
matter and I trust that on future procurements of this item your company will 
show a continuing interest. 

Very truly yours, 
THEODORE M. Cakow, 
Colonel MC, Chief of Agency. 
H. F. Currie, 
Colonel USAF (MC), Deputy Chief of Agency. 

Mr. Correr. Were there any other conversations or conferences with 
respect to these specifications at this time ? 

Mr. Houiincer. Not with that office. No, sir. We did go to the 
Committee on Blood and Blood Derivatives in the Munitions Building. 
I think their function is more or less to be sure that the armed services 
are supplied with whole blood and plasma. 

Mr. Correr. Was that in connection with this particular award? 

Mr. Horurncer. Yes. That was in connection with this particular 

yard. And we pointed out to them there are no performance specifi- 
sions and no provision for a preaward samp'e, and a pempenanteen 
sample requirement had been stricken from the contract; and the man 
who bid had no experience. 

We further pointed out all of the people who bid lower than us were 
trunk manufacturers, and all who bid higher than us were people in the 
refrigeration business who had a pretty good idea of what it took to 
build it, with one exception of a trunk company who bid higher than we 
did. 

We talked to Colonel Scheele of the blood and blood derivative 
group and he talked to Lieutenant Ketcham in New York and asked 
them would they please in this case get a preaward sample. 

Mr. Correr. Did he do it? 

Mr. Horiincer. He told us that Lieutenant Ketcham agreed that 
was the proper thing to do, and would he please put that in a memo- 
randum to them. Would Colonel Scheele write a memorandum. He 
said he would, and several days later we talked to them and he said 
someone from the agency called them and they said they didn’t have 
time to do it and they couldn’t get the preaward sample and they 
would watch the contract and get preproduction samples. 

Mr. Lantarr. In that connection, this letter states: 

To insure that the company receiving the award under the referenced invita- 
tion will be able to produce a container which meets specifications a preproduc- 
tion sample will be required * * * 

Mr. Horirieer. It does state that. That is right. 

Mr. Lanrarr. You say that preproduction sample was not required ? 

Mr. Horrincer. It was stricken from the invitation to bid. 

Mr. Lantarr. The preproduction and preaward samples have both 
been mentioned ? 

Mr. Hotirncer. That is right. There was no provision in the bid 
at all for a preaward sample. That is oftentimes used to determine 
whether the manufacturer is actually qualified to build the item. 

Mr. Lantrarr. You say the preaward sample was ignored. Do I 
also understand you to say that the preproduction sample was not 
required ? 

Mr. Hotirncer. Yes, sir. The standard contract form has a pro- 
vision in it calling for preproduction samples which can be used for 
any type purchase. In the face of the contract it is written and they 
deleted the required number so-and-so of a preproduction sample. 
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Mr. Lantarr. And that was deleted in the contract ? 

Mr. Hoiincer. In the invitation to bid, which has to become part 
of the contract. 

Mr. Correr. You don’t know whether or not they actually procured 
a production sample, or preproduction sample, do you? 

Mr. Hotxincer. No. I would assume that they would certainly 
ask for a preproduction sample. 

Mr. RrenimMan. Why do you expect it was eliminated from the 
contract ¢ 

Mr. HoriineGer. I really don’t know. I haven’t any idea. 

Mr. Correr. In our review of the files of the Blood Committee which 
you have just referred to, we find a memorandum dated May 21, 1952, 
to the Chief of the Armed Services Medical Procurement Agency 
from A. F. Scheele, colonel: 


EXHIBIT 2 


This is to confirm telephone conversation this date between Lieutenant 
Ketcham, of your office, and the undersigned. 

In connection with bids on the blood-shipping containers, it will be noted that 
the specification calls for maintenance at a temperature within the box of 39° 
to 50° F. in transit. However, the duration of time which this temperature 
is to be maintained, and the ambient temperature to which the box is to be 
exposed, are not established. Because of these facts, and in view of this being 
the initial formal bid for such containers, and since there is a provision in the 
supply contract which permits testing of samples before final award is made, 
it is recommended that each of the bidders be required to submit samples for 
testing prior to the award of the contract in order that the armed services will 
be assured of a product which will give an adequate performance for the purpose 
for which it is designed ; this is considered particularly indicated because of the 
short life and perishable nature of human blood. 

A. F. ScHee te, Colonel, M. C., 
(For the Blood and Blood Derivative Group). 


Can you reconcile the date of that memorandum with the time 
you were there and the conversation you were just talking about? 

Mr. Houiirnerer. What was the date? 

Mr. Corrrer. May 21. 

Mr. Hourrncer. May 21. That is just about the time. I can’t 
recall the date exactly, but it was right in that neighborhood. 

Mr. Correr. Did another award come up about the same time? 
Another invitation to bid on these boxes ? 

Mr. Hoxtrneer. Yes. Another invitation to bid was issued for 
30,000 boxes. 

Mr. Corrrr. For whom were these boxes being procured ? 

Mr. Hoiireer. For the Federal Civil Defense Administration. 

Mr. Corrrer. The first boxes were for the armed services ? 

Mr. Houuincer. Yes, sir. 

Mr. Correr. And the Armed Services Medical Procurement Agency 
procures medical supplies for all three of the armed services? 

Mr. Hoxirncer. That is what I have been told. 

Mr. Correr. And for the Civil Defense Agency ? 

Mr. Houurneer. That’s right. 

Mr. Correr. Did you have any exper lence or conversation with Civil 
Defense prior to this award being given ? 

Mr. Houitncer. We had quite a few discussions with them prior to 
the invitation being given. 

Mr. Correr. Who with Civil Defense? 

Mr. Hoxtirncer. Mr. Grove and Dr. Percival. 
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Mr. Correr. Mr. Earl Grove? 

Mr. Houurneer. That’s right. 

Mr. Correr. Briefly, what were those conversations? 

Mr. Houtincer. They knew, of course, we had been building boxes 
for the American National Red Cross. They knew we had built it for 
them for the Defense Department. They asked us what we thought 
they should do in procuring a box for use in time of emergency and 
atomic warfare. First they knew we built the boxes for the Red Cross 
and wondered if a box could not be built much cheaper than that, 
which did not give as long a refrigeration period, and would that be 
satisfactory for their use, because they only had so much money and 
wanted to get as many boxes for so much as possible. 

We discussed it with some of the doctors and others and spent some 
time going into the proble m. It appeared to them, and we more or 
less agreed, at a time of catastrophe, if you had to ship blood to New 
York because of the result of an atomic explosion, from all over the 
country, you will not have mechanical re frige rators to place it in 
when it got there. You would need the greatest amount of refrigera- 
tion in the containers you could get. They agreed to it and said it 
was correct. 

Mr. Correr. Did they decide on the type of box they wanted? 

Mr. Hortrncer. They decided they wanted to get the same type of 
box as the Red Cross because it would be lighter and lower in cost. 

Mr. Correr. Did you work on it with specifications that would 
amend the present larger box specifications for the armed services? 

Mr. Houiincer. We did. We were asked to revise those specifica- 
tions by writing what deletions were needed; in other words, to re- 
duce it to the same size and thickness, which we did. 

Mr. Correr. Did they ask you approximately how much they would 
have to pay for a box of that sort ? 

Mr. Hotirncer. Yes. They were very interested because they had a 
certain amount of money and wanted to have an accurate idea of how 
much they should ask for and be able to have enough for them. 

Mr. Correr. What did you tell them? 

Mr. Hotirncer. I told them we were positive the outside price 
would be $32.50 on that unit. We could guarantee we would not 
bid over that. 

Mr. Correr. Did you subsequently receive an invitation to bid on 
these boxes from the Armed Services Medical Procurement Agency ? 

Mr. Houiincer. We did. We received in the mail an invitation to 
bid, and it carried the Armed Services Purchase Description No. 8, I 
believe—the latest one—and it contained deletions which switched 
that purchase description and specification back to the American Na- 
tional Red Cross size box, which was what civil defense requested from 
them. 

Mr. Correr. Did you receive an amendment to that ? 

Mr. Howiincer. It was 2 or 3 days later we received an amendment 
switching that specification back to the standard Army size, or large 
box. 

Mr. Correr. Did the first specification contain a temperature re- 
quirement test ? 

Mr. Horirncer. No, sir; it did not. 

Mr. Correr. Did the second one contain a temperature requirement 
test? The amendment ? 


wenative 
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Mr. Hoiiincer. No. That amendment simply changed it back to 
that particular construction; and a third amendment came out which 
added performance and temperature specifications. 

Mr. Correr. Had you made some protest before that came out, or 
do you know? 

Mr. Hoxurncer. I don’t recall that we made any protest at that 
time again. I don’t think we would have felt it warranted. 

Mr. Covrer. Eventually an amendment came out to the bid which 
included the temperature specification and requirement ? 

Mr. Houxrncer. It did. 

Mr. Corrrer. Did you bid on that ? 

Mr. Hoiurncer. We bid on that and decided since they had orig- 
inally put it out for the civil defense specification in their original re- 
quest, we would bid both ways. So we bid on the Army specification 
and on the civil defense specification as an alternate. 

Mr. Correr. What did you bid on the Army regulation specifica- 
tion? 

Mr. Hotirncer. The price we bid on it—I can’t remember, but we 
bid around $38 and some cents. 

Mr. Correr. What did you bid on your own box ? 

Mr. Hoiiineer. $28.88 cents on that container, and guaranteed to 
follow the construction exactly as it had been always made, and to 
give the same performance guarantee. 

Mr. Correr. Were you present in New York when these bids were 
opened ? 

Mr. Hoxurncer. Yes; I was. 

Mr. Correr. Will you tell us what took place there? - 

Mr. Ho.irncer. The bids naturally were opened and the name of 
the contractor was read, and the price was read. 

Mr. Corrrer. Who was the low bidder? 

Mr. Hoiirneer. The low bidder was Bailey Engineering Co., by 
virtue of a letter which the contracting officer who was opening the 
bids read. I think it had been received about 2 days before the open- 
ing, which changed their price from around $40 and some cents to 
$31.60 on this unit. 

Mr. Correr. In other words, they originally bid $40 and some cents, 
but 2 days before the bids were opened they dropped their bid to 
$31.60? 

Mr. Hotirneer. That’s right. 

Mr. Correr. And they were awarded the bid ¢ 

Mr. Horiincer. I understand they were. 

Mr. Corrrr. Did you have any comment to make on the bid for 
that box at that price? 

Mr. Houiineer. We had a lot of comments to make on it. We in- 
sisted that no one—and we meant no one based on our experience in 
manufacturing these boxes—could produce a box which would operate 
at that cost. The cost of the overall materials in that box are very 
standard. Aluminum prices don’t vary. Your styrofoam comes from 
one company, Dow, and it does not vary. Your vulcanized paper is 
essentially the same anywhere, and we considered no one could build 
that box according to the specifications and build it at that price. 

Mr. Correr. You mentioned that this box had the insulation in- 
creased. Was there any other important element added to this new 
box that might increase the price? 

















12 INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 


Mr. Howtancer. Yes; there was. They added a so-called vapor 
barrier bag inside and outside in the box, in the body, and inside on 
the lid. Three barrier bags according to military B 131 Army speci- 
fications. 

Mr. Correr. What is that made with? 

Mr. Houuineer. A coating of plastic on aluminum foil and on 
scrim and special aluminum cloth, and heat sealed together. 

Mr. Correr. Did you make some of the boxes that required that 
vapor liner ? 

Mr. Houtrncer. Yes. 

Mr. Correr. How much did that cost you ? 

Mr. Howurneer. I believe our quotations for the 30,000 boxes on 
the vapor liner would cost us $3.75, including freight, before installa- 
tion. 

Mr. Correr. Was it your opinion that the specifications would have 
to be modified and the box would have to be cheapened in order for 
the successful bidder to make this box ? 

Mr. Houiincer. That is exactly what we contended and still con- 
tend. You have to change it and make modifications in construction 
and in material, both, in order to manufacture it at that price. 

Mr. Correr. I think you also contended if you cheapened the box 
in quality you will not meet specifications ? 

Mr. Hoxtineer. It will not meet the performance specifications. 
That is pretty certain. 

Mr. Correr. We have samples of all these boxes here. I think this 
is your box and this is the Bailey box, and this is the Texas Co. box, 
and here is another Bailey box. 

Would you comment briefly as to the changes, if any, from the 
specifications as originally written on this 30,000 award and the Bailey 
box, as really constructed ? 

Mr. Hoxiincer. Well, I can detect in the construction the fact that 
they have used staples, which are roughly 2 or 3 inches on centers, 
instead of lock nailing, which is standard trunk construction and 
which was specified on about inch and a half centers. 

I notice there is a change in the hardware there. It is a different 
plating, which may not be of any importance at all. 

Mr. Correr. What do you mean by the hardware? 

Mr. Hoxirncer. The corner plates, and so on. The specifications 
called for brass plating, and this is either zine or cadmium, which 
may not have any effect. 

I noticed the valance strap on the trunk lid in the specifications calls 
for a black enamel hoop steel, and it calls for it to be lock nailed to the 
lid. This also is riveted to the lid. 

I notice that the rubber is of a different type than specified. 

Mr. Correr. In what respect ? 

Mr. Hortancer. They specify a monocellular rubber, which simply 
means that the cells are not interconnected and the rubber will not 
absorb any moisture. 

Mr. Correr. Is that more expensive ? 

Mr. Hotircer. Considerably more expensive than ordinary 
sponge rubber. 

Mr. Correr. How about this aluminum liner vapor foil ? 








INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 13 


Mr. Hoiureer. They have an aluminum liner in here that is called 
for. I don’t know if the construction is the same. The wire racks 
are of a lighter gage metal than specified. 

Mr. Correr. I am talking about the barrier. 

Mr. Hotiincer. The vapor barrier bag ‘ 

Mr. Correr. Yes. 

Mr. Hoiuincer. It appears to me there are no vapor barrier bags 
in there. I don’t see them. The specification calls for them to come 
in a fold over both sides. I can’t detect them there. 

Mr. Correr. Here is another type of Bailey box. Are they in that 
one ? 

Mr. Horuincer. Yes; the outside one is in. Of course, the outside 
vapor bag, I can see foil in the back there. It looks to me like it is in. 

Mr. Correr. Is that what you are referring to? 

Mr. Houirncer. There is your cloth, which is your scrim on the 
outside. I assume it has foil on the inside. I can’t see it. 

Mr. Correr. I think it is important to determine that, if there is a 
difference between these two boxes. 

Mr. Houtiincer. Yes; it certainly looks like that bag is in here. 

Mr. Rreutman. Are you sure it is not in this box here ? 

Mr. Hoturncer. I can’t see it. 

Mr. Rren_MAn. Is there any way to be sure? 

Mr. Houuineer. If it is in, it has not been brought up over the way 
it is supposed to have been. You see, in that box it was folded up, 
but I can’t see it here. 

Mr. Correr. We will develop more about that later, but there ap- 
pears to be at least a discrepancy between those two boxes. 

Mr. Howiincer. This is the correct type rubber called for—mono- 
cellular—in the lid. However, specifications called for half an inch. 
That would be quarter-inch. 

Mrs. Cuurcu. Will the gentleman yield? 

Was there any specification as to size in the original bid ? 

Mr. Hotxrncer. I don’t understand the question. 

Mrs. Cuurcu. I notice a difference, I think, in the cubic content 
of your box here and these other boxes. 

Mr. Ho.tincer. Not of cubic content for the carrying area. 

Mrs. Cuurcu. How about the outside measurement ? 

Mr. Hoiuireer. As I said, it is about 2 inches larger in each direc- 
tion because of the added inch thickness in insulation on this unit. 

Mrs. Cuurcu. Did the specifications call for the smaller size ¢ 

Mr. Hoiurncer. No; the larger size. 

Mrs. Cuurcu. Is there any advantage in having a smaller size box 
when it comes to transportation ? 

Mr. Howiincer. It will save you an awful lot of freight when it 
comes to air freight, and on Railway Express, too, as far as that goes. 

Mr. Rirexutman. In regard to this lock nailing, what is the difference 
between that and this stapling process! Is this more expensive or is 
stapling more expensive ¢ 

Mr. Houiincer. I have always been told it was more expensive and 
I am sure it is, because we turned out boxes initially for the Red Cross 
which were stapled ourselves. We were able to do that ourselves. We 
could not afford the equipment to do the real trunk construction. 
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Mr. Correr. How does the blood box put out by the Texas Trunk 
Co. compare in conformance to specifications with the Bailey box? 

Mr. Houurncer. I will have to look at it. 

The exterior of the trunk certainly appears to be made exactly in 
accordance with the standard trunk specifications which were included 
in there. The lid gasket rubber, however, is not a monocellular-type 
rubber specified, but this rubber is, I believe. It appears to me to 
be the same type rubber. 

The interior seems to be made properly. The wire there seems to 
be the same. 

Mr. Correr. Do they have a foil? 

Mr. Houiincer. They have the scrim bag in there. 

Mr. Correr. Again, how much did you say that vapor foil container 
liner costs ¢ 

Mr. Hoturncer. As I recall our quotation in lots of 30,000 it added 
up to about $3.75. 

Mr. Correr. Without the construction cost ? 

Mr. Hoizincer. Without the production cost of putting them on 
and cementing them in and preparing them. 

Mr. Correr. Have you any estimate of approximately how much 
more that would add to the $3.75? 

Mr. Houxincer. At least another 25 cents, because you have to be 
very careful in placing the insulated unit in the trunk so as not to tear 
that vapor barrier bag, or it is no good to you at all. 

Mr. Lantarr. What is the difference between the second box di- 
rectly behind Mr. Hollinger and the fourth box? 

Mr. Houirncer. The fourth box? 

Mr. Lantarr. Yes. 

Mr. Houirncer. Actually, the only difference I can see is the trunk 
does seem to be the same. I can detect that the rubber is an ordinary 
sponge rubber, which is much less expensive than the monocellular 
rubber, which is used on the other box. Again you do not have any 
vapor barrier bags in this construction which I can see in the other one. 

Mr. Rrentman. So it will be identified for the record, which box 
they are procuring? 

Mr. Correr. They are supposed to be identical boxes. 

Mr. Rreuuiman. I see. 

Mr. Correr. But we obtained the box that appears to have the foil 
in it from the Office of Civil Defense, the agency itself, where the 
were sent. We got this box out of stock in a warehouse in Pennsy]- 
vania. 

Mr. Rreutman. Those have already been procured and delivered ? 

Mr. Correr. That is right. 

Mr. Rresiman. But if I get your statement correctly, this box is 
lacking the bag or foil which you referred to which is so important 
for insulation purposes ? 

Mr. Correr. So it would appear. 

Mr. Rreximan. That is the way it appears. 

Mr. Hotxrncer. I can’t locate it in the box. 

Mrs. Cuurcn. Could we not take a screwdriver or something and 
look into it? , 

Mr. Correr. I think later testimony will develop it is not there. 

Mr. Rrentman. If it does not, I will insist that the box be disman- 
tled to determine whether it is in there. 
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Mr. Porr. For the purpose of clarifying the record, I suggest we 
identify them. 

Mr. Rreuitman. Would you number them 1, 2,3,and4? Would you 
do that, Mr. Counsel ? 

Mr. Correr. Yes. Let us number the Hollinger box No, 1, and the 
Civilian Defense boxes—No. 2. No. 2-A will be the one in which 
it appears there is an aluminum-foil liner, and 2 (b) the one that does 
not have the foil in liner—but rather an asphalt seal. No. 3 will 
be the Texas Trunk Co. box. 

Mr. Lanrarr. Let me get it straight. 2 (a) and 2 (b) were pro- 
cured from the Bailey Co. by and for the use of the Civil Defense 
Agency ¢ 

Mr. Correr. That is right. 

Mr. Lanrarr. But they were procured by the Army ? 

Mr. Correr. The Armed Services Medical Procurement Agency. 

Mr. Lantarr. And box No. 3 produced by the Texas Co. was pro- 
cured for whose use? 

Mr. Correr. For the armed services. I mean, for the Army, Navy, 
and Air Force. Both boxes were for the most part procured to be 
stockpiled for future emergency. 

Do you have anything else you would like to say, Mr. Hollinger? 

Mr. Hoturncer. | believe that is all. 

Mrs. Cuurcu, May I ask one question ? 

I wonder, Mr. Hollinger, if you were surprised that your own box 
did not pass a satisfactory test. Can you explain why it didn’t? 

Mr. anaes, I was very greatly surprised. What box are you 
speaking of? 

Mrs. Cuurcu. I am speaking of the one just referred to—it was 
said that neither box, neither the Bailey box nor yours, passed the 
standard test. 

Mr. Correr. We have not gotten to it, yet. 

Mrs. Cuurcu. We have not gotten to that yet. Will we be able to 
cover that question ? 

Mr. Correr. Yes. 

Mrs. Cuurcu. If I am not here, will you be good enough to cover the 
question for me? 

Mr. Correr. Yes. 

Mr. Rrentman. Do you have any questions, Mr. Lantaff ? 

Mr. Lantarr. No questions. 

Mr. Rreniman. Mr. Poff ? 

Mr. Porr. No questions. 

Mr. Rieuiman, Mr. Ikard. 

Mr. Ixarp. No questions. 

Mr. Rreniman. Thank you very much, Mr. Hollinger. 

Who is the next witness? 

Mr. Corrrr. Col. Max Brown. 

Mr. Rreutman. Mr. Hollinger, I would like to ask you one more 
question. 

How long have you been in business? 

Mr. Hotirneger. Our corporation was formed in May 1947. 


_Mrs. Cuurcu. Has Mr. Hollinger’s company ever made equipment 
like this before ? 


Mr. Ixarp. Yes. 
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Mr. Correr. Colonel Brown, you are with the Armed Forces Pro- 
curement Agency in New York City? 


TESTIMONY OF LT. COL. MAX H. BROWN, ARMED SERVICES 
MEDICAL PROCUREMENT AGENCY, NEW YORK CITY 


Colonel Brown. That is correct. 

Mr. Correr. And I think you were there at the time that these pro- 
curements we have been talking about were put through your agency ? 

Colonel Brown. 1951. That is correct. 

Mr. Correr. Were you not the contracting officer on the award that 
went to the Bailey Box Co.? 

Colonel Brown. The award ? 

Mr. Correr. Yes. 

Colonel Brown. Is there a specific award ? 

Mr. Correr. Yes. Weren’t you the contracting officer on that 
award ? 

Colonel Brown. I was the contracting officer on the award that went 
to the Hollinger Cor). 

Mr. Correr. No; to the Texas Trunk Co. ¢ 

Colonel Brown. Uh, no, sir. I was not. 

Mr. Correr. I understood you were. 

Colonel Brown. That was in 1952. You said 1951. 

Mr. Correr. And you were not then? 

Colonel Brown. I was not the contracting officer. 

Mr. Correr. You have heard the testimony of Mr. Hollinger ? 

Colonel Brown. I did. 

Mr. Corrrer. Can you tell us why it was that the Armed Services 
Medical Procurement Agency did not include a performance require- 
ment in their bid that went out for these 15,000 boxes ? 

Colonel Brown. No, sir. As a contracting officer, or chief con- 
tracting officer, I do not write the specs. I wouldn’t be able to state 
why it was. 

Mr. Correr. Was there not a great deal of discussion about it at 
that time in your agency? Don’t you recall Mr. Hollinger pro- 
testing it? 

Colonel Brown. To me personally ? 

Mr. Correr. Yes. And to other people in the agency. 

Colonel Brown. Only through hearsay that he was in the agency. 

Mr. Correr. He did not talk to you about this at all ? ; 

Colonel Brown. I don’t recall any conversation. 

Mr. Correr. Actually, didn’t you indicate to him you were em- 
barrassed it was not in there? 

Colonel Brown. I don’t recall it. 

Mr. Corrrr. You don’t? 

Colonel Brown. No, sir. 

Mr. Correr. I don’t think you were present during the conferences 
in Colonel Carow’s office, were you? ; 

Colonel Brown. I don’t think so. 

Mr. Correr. So, as chief contracting officer, you have no expla- 
nation, or haven't determined any explanation as to why that 


important requirement was not in your invitation to bid for these 
15,000 boxes ¢ 
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Colonel Brown. No, sir. 

Mr. Correr. You knew that was in issue when you came here today, 
didn’t you, Colonel ? 

Colonel Brown. Yes; but you asked me why it was not in there, 
and I can’t say. I might say why I think it was not in there, if you 
desire to have that. 

Mr. Correr. We are just asking for information. We don’t want 
to be too strict about it. 

Colonel Brown. I believe it was an omission on the part of the 
specifications writer. It is a personal opinion. 

Mr. Corrrer. Do you know why it was not changed? When it was 

alled to your attention, do you know why you didn’t withdraw the 
bids and readvertise them and send out new bids? Was it not that 
important ¢ 

Colonel Brown. I don’t know if I could follow you. 

Mr. Correr. Is it not the customary practice if something is wrong 
with a bid that you would cancel the bid entirely and readvertise 
and make a new award? You would cancel all bids? Isn’t that 
customary practice? Does it not happen with some frequency ? 

Colonel Brown. We do cancel the bids and cancel awards. 

Mr. Correr. Why didn’t you do it in this case? 

Colonel Brown. As I believe you read a memo for the record cee 
by the chief of the agency, in which he stated the reason why it w 
not done. 

Mr. Correr. Can you tell us? 

Colonel Brown. I do not know why it was not canceled except I was 
not directed to cancel it as contracting officer. 

Mr. Correr. Have you seen such a memorandum as you just re- 
ferred to? 

Colonel Brown. No, I have not. 

Mr. Correr. How do you know I have seen it ? 

Colonel Brown. Because it was read. 

Mr. Correr. You are referring to the May 21 memorandum now ? 

Colonel Brown. I don’t recall the dates. But I just recall your hav- 
ing mentioned here that Colonel Carow had answered this letter as to 
Ww hy it was not feasible to amend the bid at that time. 

Mr. Correr. You can’t shed any more light upon it than you have 
indicated ? 

Colonel Brown. No, sir. 

Mr. Correr. Do you know whether you got a preaward sample 
from the Texas Trunk Co. and tested it? 

Colonel Brown. My records do not show that a preaward sample 
was obtained from Texas Trunk. 

Mr. Corrrer. How about a prototype ? 

Colonel Brown. You mean a workup copy, you might call it, or a 
preproduction sample? 

Mr. Correr. Yes. A preproduction model. 

Colonel Brown. It was obtained on the contract. 

Mr. Correr. And was that tested for temperatures? Do you have 
anybody here from your agency who could help you or sit by you and 
make this go a little faster? 

Colonel Carow. We have someone here. 

Colonel Brown. Mr. Beall, could you explain this? 
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Mr. Correr. We like to keep this orderly, but any assistance that 
can be given you is certainly all right. 


TESTIMONY OF JOHN R. BEALL, TECHNOLOGIST, LABORATORY 
BRANCH, MATERIAL STANDARDS DIVISION, ARMED SERVICES 
MEDICAL PROCUREMENT AGENCY 


Mr. Bratt. We did receive a preproduction sample on the contract 
with the Texas Trunk Co. 

Mr. Correr. This is Mr. Beall talking? 

Mr. Braww. Correct. 

Mr. Correr. When did you receive that, Mr. Beall? 

Mr. Beaux. I will have to check the date on that. 

Mrs. Cuurcu. Mr. Counsel, would you mind having Mr. Beall 
identify himself? What is his position ¢ 

Mr. Beart. I am technologist in the Laboratory Branch. 

Mrs. Cuurcu. Thank you. I was absent at the time you identified 
yourself. 

Mr. Braut. I have located the report on that. The unit was sampled 
according to the record on the 14th of October 1952. 

Mr. Correr. What is the date of that contract ¢ 

Colonel Brown. The contract is dated June 12, 1952. 

Mr. Correr. What were the results of the test, Mr. Beall? 

Mr. Bratu. There were deviations from the specifications in this 
sample—this preproduction sample—most of which were relatively 
minor and of a somewhat easily correctible nature. 

Mr. Ixarp. Mr. Chairman, I would like to know exactly what these 
deviations were, if we could, please. Also, for the sake of the record, 
I understand we are talking about box No. 3 here, which is the box in 
the center there, of the Texas Trunk Co. Is that correct # 

Mr. Beat. That is correct. 

Mr. Ixarp. If you would let us have exactly what these deviations 
were, please ? 

Mr. Beaux. The first indication is that the ice can was not of the 
exact design specified. 

Mr. Ixarp. The ice can is what? 

Mr. Breaux. That is the container for the ice that goes in the center 
of the box. The can that was supplied had wire handles, whereas the 
requirement is a strap handle soldered to the top. The aluminum 
interrior was not securely bonded, one panel to the other, in the 
corners. 

The vapor-proof barrier, which was in the box, did not meet fully 
at the top of the insulation. There is an inner bag and an outer bag, 
and they didn’t meet fully where the rubber is cemented over. 

The rubber was not entirely securely cemented to the insulation. It 
could be lifted off relatively easily. 

Mr. Ixarp. Were there any performance tests made? 

Mr. Brauu. Yes, sir. There were on this. 

Mr. Ixarp. What were the results of those? 

Mr. Beat. The unit did perform in accordance with the require- 
ments that are now part of the specifications. 

Mr. Ixarp. How did it perform exactly ? 

_ Mr. Beaty. The sample was sent to the Engineering and Develop- 
ing Division of the Agency for the actual performance of the test. 
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Mr. Correr. That is to your Division ? 

Mr. Brau. No, sir. I am in the Laboratory Branch. 

Mr. Correr. Mr. Pile’s Division? 

Mr. Beaty. Mr. Pile is there. We sent it in to them and received 
the report from them. The reason it was sent there is they have the 
necessary temperature control room and other equipment which we 
do not duplicate. 

Mr. Correr. Mr. Pile, did you perform the tests on this particular 
prototype? 


TESTIMONY OF BENJAMIN D. PILE, CHIEF, ENGINEERING BRANCH, 
ENGINEERING DEVELOPMENT DIVISION, ARMED SERVICES 
MEDICAL PROCUREMENT AGENCY 


Mr. Pirie. I did, sir. 

Mr. Correr. What were the results and what is the date of the test? 

Mr. Pitre. The date of the test is November 20, 1952. At the end of 
24 hours the upper limit of the temperature was between 49° and 50°— 
about 4914, as I can see from the chart. 

Mr. Lantarr. At the end of how many hours? 

Mr. Pu. 24. The 24 hours was the specification limit. The test 
was conducted in a room held at 90° constant. 

Mr. Correr. How did you do that? Do you put a thermocouple 
in the upper layer box and one in the lower layer?’ How many test 
machines do you have inside the box ¢ 

Mr. Prix. There are 4 different conditions and 4 different tempera- 
tures in these boxes because of the relations of the bottles to the ice 

can—one in the corner, in the upper layer, represents all 4 corners. 
One on the side of the upper layer represents the side bottles. So 
those temperatures would be different. And in the lower layer the 
same condition exists. 

Mr. Correr. In other words, you had four thermocouples in there? 

Mr. Pie. Yes. We had four thermocouples in there. 

Mr. Corrrer. These thermocouples are thermometers that go right 
into the bottle? 

Mr. Pine. Yes. 

Mr. Correr. And it comes outside and registers outside ? 

Mr. Pite. On an electric instrument. 

Mr. Correr. And you used 2 on the upper layer bottles and 2 on 
the lower layer ? 

Mr. Pirie. Yes. 

Mr. Correr. And your upper layer bottles had not quite reached 
50° ¢ 

Mr. Prix. That is right. 

Mr. Correr. Is that the only test you made on this type of box? 
Just that prototype test on this box ? 

Mr. Pu. I think it is the only test we made on it. 

Mr. Correr. You _e tested any of the production models? 

Mr. Pitz. No, sir. I don’t believe we have. 

Mr. Correr. Mr. Chairman, at this point we would like to have 
you introduce that test and your contracts and your awards and 
specifications on this. 

Colonel Brown. That has been furnished to the staff. 


43707T—54——3 
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Mr. Correr. We appreciate that, but we want it introduced in the 
record at this point. 

Mr. Rreniman. Without objection, it is so ordered. 

Colonel Brown. These are official files of the agency. 

Mr. Rrenitman. We will return them. We will just take copies 
and put them in the record. 

Mr. Correr. We could work that out. 

Colonel Brown. We cannot leave the official file here. 

Mr. Ixarp. That matter can be worked out between the counsel and 
the agency. 

Colonel Brown. That is right. 

Mr. Lanrarr. Mr. Chairman, in connection with this test may I 
ask this question: My understanding is that the performance speci- 
fications were not included in the invitations to bid on the award made 
to the Texas Co. Is that right? 

Colonel Brown. That is correct. 

Mr. Lantarr. Then how did you know in testing these boxes what 
specifications they were to meet? 

Mr. Pie. There is a label on the box indicating that it stay below 
50° in outside temperatures up as high as 90. There is also in the rec- 
ord, I believe the contracts were changed later and Colonel Brown 
will be able to give you information on that, establishing the limit at 
50 for 24 hours. 

Mr. Lanrarr. Did you have any directive from the Procurement 
Agency indicating to you what tests these boxes were to meet ? 

Mr. Pie. I made a chart of it and furnished it to the laboratory. 
That was essentially my mission. I knew that 50° was the limit being 
established if it had not already been. 

Mr. Lanrarr. How did you know that? 

Mr. Pie. By the discussions with our people. We work together 
on these things. 

Mr. Corrrr. Did you precool that box before you made that test? 

Mr. Pixe. Yes, sir. 

Mr. Corrrer. Down to what degree ? 

Mr. Prix. The bottle was 40. The way the test is conducted we 
filled the bottles with water instead of blood and put them in another 
refrigerator and cooled them down to 40. At the same time the box 
itself is cooled by loading the can and leaving it overnight to precool 
the box too. Then when the test is started, your precooled bottles are 
put in the box and the ice can is then refilled to capacity. 

Mr. Rrenuman. Mrs. Church, did you have a question ? 

Mrs. Cuurcu. I wonder if the colonel could explain. Is it Army 
procurement custom generally if an object is not up to specifications 
to pass it 1f it meets a performance test ? 


FURTHER TESTIMONY OF LT. COL. MAX H. BROWN, ARMED 
SERVICES MEDICAL PROCUREMENT AGENCY, NEW YORK CITY 


Colonel Brown. That is correct. 

Mrs. Cuurcn. That is not ordinarily a very sound principle, is it? 
Why should not an object meet the specifications, whether it performs 
or not? 

Colonel Brown. There must be a determination made as to whether 
the deviation is minor or major; and minor deviations that do not 
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affeet. the performance requirements of the items being purchased are 
acceptable. 

Mrs. Cuurcu. Would you do that under your own system of per- 
sonal buying? To me it is not particularly sound for any ae 
or anybody ‘for that matter, to set up specifications and then say if 
the deviations are only minor, and if the object meets a performance 
test, we will waive the fact that it does not come up to specifications. 
You could not do that in a labor: atory because it would blow up. 

Mr. Porr. Particularly when the durability factor is involved. 

Mr. Lanrarr. And when people are bidding on the basis of having 
to comply with those specifications. 

Mrs. Cuurcu. I would like to enter my own protest against that 
practice if it is current. 

Mr. Correr. I think it will be developed to a greater degree. 

Colonel Brown. I believe I had an unanswered question to you, sir, 
regarding this temperature control feature in the Texas Trunk con- 
tract. Is that correct? 

I would like to say by letter dated June 16, 1952, the Texas Trunk 
Co. sent a letter guaranteeing the construction of their box to meet 
the performance requirements as established in the important instruc- 
tions——. 

Mr. Lantarr. It is established where ? 

Colonel Brown. In the important instructions which go into the 
‘ard regarding the filling and using of this case. 

Mr. Correr. In other words, you followed up on this request you 
got from the Blood Committee in Washington and actually did send a 
letter getting the Texas Co. to increase to meet the performance tests 

Colonel Brown. Where the directive comes from I don’t know. It 
comes to me from the chief of my agency. In accordance with his 
desires we obtained this from Texas Trunk, and at the same time, it 
has already been testified, at about the same time we modified the 
existing or outstanding bid which has been later discussed. 

Mr. Correr. Yes. 

Mr. Lantarr. I understand in connection with this bill you are 
aware of the fact that there was considerable urgency involved in let- 
ting the contract and getting that production. Is that correct? 

Colonel Brown. B seing’ the end of May and the Ist and 15th of June, 
there is considerable urgency. As you know, it must be accomplished 
prior to June 30. 

Mr. Lantarr. What was the date that delivery was supposed to be 
effected ? ; 

Colonel Brown. You are still speaking of the Texas Trunk con- 
tract? Delivery was to start in August. 

Mr. Lanrarr. In August? 

Colonel Brown. 1952. 

Mr. Lantarr. Then this company did not even comply with the 
delivery requirements. Is that correct? 

Colonel Brown. That is right. 

Mr. Lantarr. When was the first delivery made under the contract? 

Colonel Brown. The first shipment was the 13th of March 1953. 

Mr. Lanrarr. March 13% 

Colonel Brown. Yes. 

Mr. Lantarr. Was any protest made by you as a contracting officer 
over the failure to effect these deliveries ? 














92 INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 


Colonel Brown. Not in view of the documents contained in the 
file regarding the difficulty of obtaining tinplate at the subcontractor’s 
plant of the man who makes the can. All of those delays are ex- 
cusable in terms of the contract because they are Government- 
controlled materials. 

Mr. Lantarr. When you let a bid and make the award, you do take 
into consideration the ability of the contractor to produce in accord- 
ance with the delivery schedules; do you not? 

Colonel Brown. Yes. 

Mr. Lantarr. Had the Texas Co. that produced this box, to whom 
the contract was let, been in production for this type of box before? 

Colonel Brown. No, sir. 

Mr. Lantarr. Then you had to make an assumption that notwith- 
standing the fact that they had not produced this type of box before, 
and notwithstanding the fact that they had no experience, never- 
theless they would still be able to meet the August delivery date? 

Colonel Brown. Based on what the contracting officer is required 
to do in establishing and qualifying a contractor or a bidder as a 
successful contractor. We have to make facility surveys on persons 
we do not know. And the contracting officer must be guided by the 
documents furnished him. 

Mr. Lantarr. Did your facilities survey that was given to you 
state that this company would be able to meet the production schedules 
required ? 

Colonel Brown. That specific thing is not covered. The produc- 
tion schedule is not covered. 

Mr. Lantarr. That is why I asked you what was the urgency in 
connection with this thing. Everybody says there was great urgency 
to get this production out, and yet the only urgency seems to be to 
obligate year-end funds again, and there is no urgency for the need 
of a particular box to serve a particular purpose. Is that correct? 

Colonel Brown. I would have again there to refer to my original 
instructions to get the dates on which the material was requested. 
You asked me for the delivery schedule. 

Mr. Lantarr. No. I made the observation that from what you 
have told me the only urgency in connection with this procurement 
was one involving the obligation of year-end funds before the author- 
ity expired. Is that correct? 

Colonel Brown. It appears that the original request asks for ship- 
ments in August 1952. 

Mr. Lantarr. Who made the request? 

Colonel Brown. That was the Stock Requiring Services. 

Mr. Lantarr. Who is that? 

Colonel Brown. Each Service has their own Essential Stock-Con- 
trol Section and they generate the requirements for each of those 
services. When it comes to the purchase group we have what we 
call a procurement instruction, and that is what I am reading from. 
Part of the Air Forces’ requirements were required in August 1952. 

Mr. Lantarr. The Air Forces said they wanted these boxes in 
August 1952? 

Colonel Brown. That is correct. 

Mr. Lantarr. How about the Army and Navy? 

Colonel Brown. The Army procurement instruction that this buy 
was made on was instituted in November 1951. 
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Mr. Lantrarr. November 1951? 

Colonel Brown. Yes, sir. 

Mr. Lanrarr. The Army wanted boxes in November 1951? 

Colonel Brown. On which we were to get delivery in May 1952. 

Mr. Lantarr. You had not even gotten ‘around to ‘filling that one 
yet, had you? 

Colonel Brown. The file I have in front of me is not documented 
as to why we did not make the buy at that time, and why it was later. 
It just isn’t documented. 

a Lantarr. Did the Navy have a similar request in ? 

Colonel Brown. The Navy had a similar request. 

Mr. Lantarr. When did they request the delivery ? 

Colonel Brown. November 1951 for June of 1952. 

Mr. Lantarr. For June of 1952 delivery ? 

Colonel Brown. That is right. 

Mr. Lantarr. Did any of these requests state the reason for the 
need ¢ 

Colonel Brown. No, sir. One is an O-4 account, which is reserve. 

Mr. Lantarr. In view of the fact that you were 6 months late in 
making the procurement for the Army and Navy and you were pro- 
curing for the Air Forces in order to meet their required ‘delivery dates 
of August, did not the preaward survey take into consideration and 
include whether or not the contracting company would be capable 
of meeting the delivery dates? 

Colonel Brown. The preaward survey as performed by a repre- 
sentative of the Navy Inspection Service stated: 

Re telephone call from Craig G. Matthews to Comdr. C. V. Timberlake, on 
24 May 1952. This facility has adequate equipment, trained employees, and 
technical skill to be able to manufacture the desired insulated shipping con- 
tainers. The company has workmen who received refrigeration training and 
who will work on the contract. The attitude of the company officials toward 
making or improving all specifications is good. Award of the contract is 
recommended. 

Mr. Lantarr. That was in May 1952? 

Colonel Brown. That is right. 

Mr. Lanrarr. The tests on this box were not even completed prior 
to November 1952; were they? 

Colonel Brown. That is the preproduction sample on the contract. 

Mr. Lantarr. Mr. Chairman, just by way of observation, it appears 
again we have this great haste to make an award in order 'to obligate 
year end money on the basis of urgent needs and requirements 
where no consideration is taken, however, as to the ability of the com- 
pany to which the award is made as to whether or not they can produce 
in accordance with delivery schedules. 

Here we have this great rush to have this award made at the end 
of the year, and it is 6 months after the delivery schedule called for 
before the first delivery is made, and the tests are not even included 
on. the prototype model for 3 or 4 months after the date that the 
delivery is to be made. 

Mr. Correr. How many of these have been delivered to date, Colonel 
Brown ? 

Colonel Brown. That is tabulated. Approximately 7,200. 

Mr. Correr. Seven thousand two hundred ? 

Colonel Brown. Approximately. 

Mr. Correr. How many does this contract include, in all? 
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Colonel Brown. This contract plus the delivery order which is part 
of the contract, is 14,800. 

Mr. Correr. Approximately half of them were delivered? 

Colonel Brown. Yes. 

Mr. Rreuiman. Before you get too far along that line, I would 
like to ask the Colonel if he can furnish for the record specific rea- 
sons why the Army, Navy, and Air Force specified this particular type 
of box? 

Colonel Brown. You mean furnish documents to your section ¢ 

Mr. Riewiman. If you do not have it here we would like it furnished 
for the record if the Department counsel can get it for us. 

Colonel Carow. I would like to have that question clarified. 

Colonel Brown. Yes. Would you clarify it for Colonel Carow, 
please ? 

Mr. Rrentman. I would like to know why—if you have the infor- 
mation anywhere in your records—why the Army, Navy, and Air 
Force and those different Departments you had been procuring for— 
why they specifically asked for this particular type of box? 

Mr. Dow. I think probably Colonel Carow, who is here now, and 
was commanding officer at the time, could give some enlightening his- 
torical development of the military characteristics and the develop- 
ment of it. 

Mr. RresuMan. We will get to that in a minute and we would like 
to have him develop it, because it is a very interesting thing that we 
would be very anxious to have his knowledge on in respect to the 
needs for this extra size box, and the reasons for developing that type 
of box, when originally we had a box that could do the job at much 
less cost and involving much less cost for transportation. Or at least 
that is the information we have up to this time. 

Mr. Corrrr. Could you give the various bids that were put in on 
this Texas Co. award by other bidders? Give us the range, anyway, 
and specifically what the Hollinger Co. bid was, and what the Bailey 
Co. bid was, and what the Texas Trunk Co. bid was. 

Colonel Brown. This bid was numbered 52-1576, opened on the 
20th of May, 1952. We received 14 responses—14 bids. 

Mr. Correr. How much did the Bailey Co. bid ? 

Colonel Brown. The Bailey Engineering Co. bid was $47.50. 

Mr. Correr. $47.50? 

Colonel Brown. Yes. 

Mr. Correr. What was the Hollinger Corp. bid? 

Colonel Brown. The Hollinger Corp’s. bid on the f. o. b. origin por- 
tion, that is, f. o. b. its plant, on a domestic pack, was $42.32. 

Mr. Correr. $42.30? 

Colonel Brown. $42.32. 

On an overseas pack, which is a heavier-—— 

Mr. Correr. Let us relate them. 

Colonel Brown. It was $43.80. You asked me for the bid. There 
are specific prices for each specific part of the bid. It was $42.32 and 
$43.80, with destination price to Mechanicsburg of $43.54, and to 
Clearfield, Utah, $42.72. 

Mr. Correr. Why didn’t you give us that on the other? 

Colonel Brown. For Mr. Bailey’s bid it was only for 10,800, in which 
he offered a price of $47.50. 

Mr. Correr. What was that supposed to include? 
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Mr. Porr. Was it domestic and f. o. b. his plant, or what? 

Colonel Brown. I would have to have his bid. It is only abstracted 
to the point of 10,800 units. 

Mr. Correr. You say the Texas Co. was 42 and Bailey was 47, 
approximately ¢ 

Eolonel Brown. You said Hollinger. 

Mr. Correr. I am sorry. What was the Texas Trunk Co. bid? 

Colonel Brown. The Texas Trunk Co. bid on the f. o. b. origin 
portion, domestic pack, was $33.88. 

Mr. Correr. $33.88 ? 

Colonel Brown. Yes. On the overseas pack $34.98. On the desti- 
nation they quoted one price to either destination—$36.27. 

Mr. Correr. We are just trying to get the relative picture. 

Going to the next bid that you put out for 30,000 which you were 
buying for the Civil Defense Agency, do you agree with the previous 
witness that you issued for an award or a bid which in essence con- 
formed to the Hollinger type box, and that you substituted an amend- 
ment later which switched it to the larger type box, which followed 
the specifications you had written up, and that a third amendment 
included the temperature test requirements ? 

Mr. Lanrarr. I wonder if the counsel would yield for one question 
on the Texas Co. ? 

Has the Texas Co. applied for price renegotiation in connection 
with that contract ? 

Colonel Brown. No, sir. Not to my knowledge. 

Mr. Ixarp. They are delivering it at the prices you mentioned in 
your bid, currently ? 

Colonel Brown. We are currently negotiating with them to take 
care of some additional features of this that have been added during 
the production of the contract. 

Mr. Ixarp. But the base price is the price ? 

Colonel Brown. Yes. 

Mr. Ixarp. And they are delivering on that? 

Colonel Brown. Yes. 

Mr. Ixarp. There are no renegotiations? 

Colonel Brown. No, sir. 

Mr. Correr. Do you mean you would pay them more for that? 
Didn’t you have them put that chain on there because they had 
lightened the hinges so that the top fell off the trunk? 

‘Colonel Brown. No. That is not the information I have. That 
could probably be answered better by our engineers. As contracting 
officers we use them for our technical advice, but it has come to me as 
the fact that those hinges as specified and as furnished did not sustain 
the lid to continued opening. 

Mr. Correr. I had a question. Do you recall it? 

Colonel Brown. You asked me if I agreed with previous testimony 
regarding the specifications. 

Mr. Corrrr. That that was correct, that you had sent out a speci- 
fication and two amendments, as Mr. Hollinger testified. 

Colonel Brown. It seems to be correct, except to the point that 
amendment No. 2 is what actually added the performance requirement. 

Mr. Correr. Yes. What was the date th at those bids were sent 
out? 
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Colonel Brown. This was an invitation 52-1857 mailed from the 
agency on the 4th of June, 1952 

Mr. Correr. When was the ceamnied awarded ? 

Colonel Brown. Your question was, what was the date of the con- 
tract on the—— 

Mr. Correr. Bailey Engineering. 

Colonel Brown. June 28, 1952. 

Mr. Correr. And was this year-end money that had to be committed, 
too? 

Colonel Brown. The requirements—I believe so. 

Mr. Correr. What was the range of bids in this contract ¢ 

Mr. Rreutman. Colonel, aren’t youcertain? You say you believe so. 
Aren’t you certain that those funds had to be? 

Colonel Brown. No, sir. I am not certain that the FCDA funds 
expired on the 30th of June. 

Mr. Rreuniman. Is there anyone here who would know ¢ 

Colonel Brown. I don’t know that. 

Mr. RrenumMan. Your knowledge is limited then considerably in 
respect to the obligation of funds, and so forth, at the end of the 
fiscal year ¢ 

Colonel Brown. My knowledge on this entire matter is limited, I 
might say, in view of the fact that I served as the chief contracting 
officer and not the contracting officer. I might for the record’s sake 
say that I supervised 4 sections buying approximately 5,200 items, 
of which this is 1. 

Mr. Rresiman. Of course, you had broad knowledge as to what 
Boe son? 

Colone | Brown. Mainly due to the fact that I served as a contracting 
officer in this particular branch that bought this particular class of 
sine prior to bec oming chief contracting officer. 

Mr. Lanrarr. As such, you were responsible for all contracts let by 
that office and for all negotiations conducted by that office? 

Colonel Brown. I am responsible for review and approval in ac- 
cordance with the current regulations of the Government and our 
agency. 

Mr. Lantarr. One of the things this agency has had difficulty in 
is fixing responsibility, and I wanted to fix the responsibility. 

You are the responsible officer ? 

Colonel Brown. That is right. Responsible for review and ap- 
proval. Limited approval set up and established by the agency. 

Mrs. Cuurcu. Might I ask what limited approval means? Why do 
you put in that adjectiv ef 

Colonel Brown. Because the agency regulations specifically tell me 
I can review and approve an aw ard up to $15,000. 

Mrs. Cuurcu. It is limited as to amount? 

Colonel Brown. As to dollars. I am sorry I didn’t clarify that. 

Mrs. CuurcH. Who has the absolute responsibility as to whether a 
contract is badly placed or not? 

Colonel Brown. I believe it would rest with the chief of our agency. 

Mrs. Cuurcu. Who is that? 

Colonel Brown. Might I ask Colonel Carow to answer that ? 

Mrs. Cuurcu. Yes. I would be happy to have him answer. 
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TESTIMONY OF COL. THEODORE M. CAROW, COMMANDING OFFICER, 
ST. LOUIS MEDICAL DEPOT 


Colonel Carow. At the particular time this contract was made this 
was a formal advertisement. Is that right? 

Colonel Brown. That is correct. 

Colonel Carow. The responsibility for making that award was 
placed with the Chief of Purchases Division, eee Foley, now 
assigned to other duties somewhere else in the Navy Department. 
He: approved the award of that contract. 

Mr. Lantarr. Was he the subordinate in the office ? 

Colonel Carow. He was subordinate to me and superior to Colonel 

srown. 

Mr. Lantarr. Subordinate to you? 

Colonel Carow. That is right. 

Colonel Brown. And Commander Foley was my boss. 

Mrs. Cnurcu. Might I ask under what authority he would be held 
responsible if he was a midlink in the chain ¢ 

Colonel Carow. He was one of my operators. 

Mrs. Cuurcnu. But you yourself would not be responsible ? 

Colonel Carow. I would be responsible for the overall agency opera- 
tion. 

Mrs. Cuurcu. Thank you. 

Mr. Correr. We were getting these bids. What did the Bailey 
Engineering Co. bid on this contract, Colonel Brown ? 

Colonel Brown. You mean on this bid No. 1576? 

Mr. Correr. I don’t know the number—on he 30,000. 

Colonel Brown. The Bailey Engineering Co. bid on bid 52-1857 
was $31.60 f. o. b. origin. 

Mr. Correr They had put in an original bid of a much higher 
amount, had they not? What was that! 

Colonel Brown $40.12. 

Mr. Correr. There was an almost 20 to 25 percent drop in their 
bid. Was that made just a day or so prior to the opening of the bids? 

Mr. Lanrarr. This interests me. We just finished a hearing last 
week in which it was brought out that some of our TCA programs 
were sending our personnel down to Egypt because of the Government 
of Egypt having no filing system and no method of running their 
offices. Iam very interested if this is the type of system we are teach- 
ing the Egyptians, so that they can better be able to conduct the affairs 
of their government. 

Mrs. Cuurcu. Or to answer questions of the committee. 

Colonel Brown. The bid was opened June 20, 1952. Mr. Bailey’s 
letter was dated June 16, 1952. 

Mr. Correr. When was the original $40 bid made? 

Colonel Brown. That was dated June 11, 1952. 

Mr. Correr. Then in a matter of 5 days he dropped his bid well 
in excess of $8? Did your people look at that with some suspicion 
at the time? 

Colonel Brown. As chief contracting officer I did not. 

Mr. Correr. Were you familiar with it? Were you there when the 
bids were opened ? 

Colonel Brown. I was not, 
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Mr. Correr. You would not have any personal exposure to it at 
that time? 

Colonel Brown. I did not. 

Mr. Correr. Nobody called it to your attention ? 

Colonel Brown. No, sir. Except the letter was attached to the bid 
as it was received in the Purchase Division. 

Mr. Ixarp. I don’t think it is in the record. Who was the con- 
tracting officer on this? 

Colonel Brown. Lieutenant Ketcham, Air Force Reserve. 

Mr. Ixarp. Where is he now ¢ 

Colonel Brown. He is off duty and working in New York. I 
believe he lives and resides in New York. 

The opening of the bids is not handled by the contracting officer. 
We have designated a bid officer. 

Mr. Correrr. This is unusual, is it not ? 

Colcnel Brown. It is not unusual. 

Mrs. Cuurcu. It is not unusual to have a bid dropped in a few days? 

Colonel Carow. It is not unusual to have a letter given modifying 
a bid received prior to the official opening of the bid. 

Mr. Ixarv. Is it unusual to have a bid modified to the extent of 
25 percent ¢ 

Colonel Carow. Yes, sir. 

Mr. Ixarp. It is? 

Colonel Carow. I would say it would be unusual, that much. But 
I don’t think it was necessarily called to our attention. 

Mr. Correr. When something happened like that, wouldn’t it go 
right through you? Everybody that was working in the surrounding 
area would be alerted to a thing like that. Wouldn’t there be some 
inquiry made? Wouldn’t some 

Colonel Carow. I would say yes. If the costs appeared to be 
dramutically out of line, it would serve to place the contracting officer 
on notice. But here was something we had considered 

Mr. Correr. Wouldn’t it at least reflect on the ability or the know- 
how of a contractor who one day could submit a bid for forty dollars 
and-some-odd cents for an item, and 4 days later drop his bid 25 
percent? I mean, wouldn’t you question his responsibility ? 

Colonel Carow. We question the responsibility of a lot of con- 
tractors. To take the specific point, I don’t think that the variation 
was enough in this case to place the contracting officer on notice that 
something was amiss. 

Mr. Correr. How much variation would there have to be to place 
him on notice ? 

Colonel Carow. I don’t think you can safely place a percentage 
on any particular case. 

Mr. Ixarp. But it would be a relative matter? You couldn’t say 
dollarwise or percentagewise. It would depend on each case. 

Your testimony, as I understand it, is that the reduction in price 
from $40.11 to $31.60 would not be sufficient, in your opinion, from 
your experience, to indicate anything unusual or anything that 
should 

Colonel Carow. That is right. 

Mrs. Cuurcn. Not even if every other bid was higher than the 
original figure ? 
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Colonel Carow. You have to go somewhat on the experience that 
you previously had with these items; what your previous bid experi- 
ence showed and what the general range in prices h: appened to be. 

Mrs. Cuurcu. Had there been any previous bids below $40 on this? 

Colonel Carow. There had been previous experiences on this matter. 

Mr. Correr. Colonel, would you read into the record the actual 
letter thas the Bailey Corp. sent in on the 16th of June? . 

Colonel Brown. Letter of Bailey Engineering Co., Ramsey, N. J., 
dated June 16, 1952. 

ExHIsIT 3 
Reference Invitation No. MPA-80—-287—MD-52-1857. 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY, Brooklyn, N.Y. 
(Attention: Captain Lee, bid officer.) 

GENTLEMEN: We wish to revise our bid on the subject invitation as follows: 

Price per unit to be changed from $40.12 each to $31.60 each. Total amount 
to be changed from $1,203,600 to $948,000. 

This price is offered on an all-or-none basis and is based on specifications as 
furnished with the above invitation. All other terms and conditions remain 
the same as the original bid. 

BAILEY ENGINEERING Co., 
G. R. BAILey. 

Mr. Correr. Thank you, Colonel. 

Colonel Brown. Do you desire the bid officer’s notes on the bottom 
of the letter ? 

Mr. Correr. If it is significant. 

Colonel Brown. It is significant. This is a pen notation on the 
bottom of the letter 

I certify that this letter was received in this agency prior to the date of the 
opening and publicly read at the time of the opening. 

IrvIN LEE, 
Captain, MSC, Bid Officer. 

Mr. Correr. Was Bailey well known around the office there at that 
time / 

Colonel Brown. Well known? 

Mr. Corrrr. Yes. 

Colonel Brown. Mr. Bailey had had previous contracts with the 
agency. 

Mr. Correr. And most of the personnel knew him ¢ 

Colonel Brown. I don’t know that. 

Mr. Correr. Did you know him ? 

Colonel Brown. | did. 

Mr. Correr. Quite well? 

Colonel Brown. I had several contacts with Mr. Bailey. 

Mr. Correr. Did he ever entertain anybody in the agency, to your 
knowledge ? 

Colonel Brown. Not to my knowledge. No. 

Mr. Correr. On a social basis, at all? 

Colonel Brown. To my knowledge, no. 

Mr. Correr. He received the award on this $31.60 bid? Is that 
correct ? 

Colonel Brown. That is correct. 

Mr. Correr. And he submitted a prototype model? Colonel, did he 
submit a prototype model? Could someone tell us that offhand ? 

Colonel Carow. No. There was no prototype model. 
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Mr. Correr. I don’t mean a preaward. I mean a preproduction. 

Colonel Carow. A preproduction sample. Yes, it was submitted. 

Mr. Correr. Mr. Beall, can you tell us when that was submitted ? 

Mr. Beawu. On this contract, no. He had this contract—if we are 
talking about the 30,000? 

Mr. Correr. The 30,000. 

Mr. Beaux. That was the same box under a nonstandard number 
for civil defense. They concurrently had another contract for the 
same item under the military stock number. A preproduction sample 
was taken from the contract from the military stock number, the two 
boxes being the same but with different numbers, for administrative 
reasons. But on this actual contract there was not a preproduction 
sample, but they were being produced concurrently. 

Mr. Correr. But the same box was being produced ? 

Mr. Breaux. On the same contract. 

Mr. Correr. And this preproduction sample that was furnished, 
did that contain the aluminum foil vapor barrier ? 

Mr. Beauu. Yes sir. 

Mr. Lanrarr. From this concurrent production that the Bailey 
Co. was doing for the Army, what was the price per box on that 
contract ¢ 

Mr. Beau. I think I can get you that quite rapidly. 

Colonel Brown. It was $31.60. This particular award we let out 
for 30,000 boxes. Prior to the finalization of the award additional 
requirements were received from the Army and Air Force. We have 
in our bid the right to take a 25 percent increase at the time of the 
award. Therefore we added the 3,750 boxes desired by the military 
services to this award. And due to FCDA, or Civilian Defense regu- 
lations, there is a separate contract, and two contracts resulting from 
this award—one for the military and—— 

Mr, Lantarr. But the award was made at the same time? 

Colonel Brown. Yes. 

Mr. Lanrarr. It was a concurrent contract and a concurrent pro- 
duction ? 

Colonel Brown. Yes. 

Mr. Lantarr. I see. Under the same specifications ? 

Mr. Beaux. Under the same specifications. 

Mr. Lanvtarr. So the preproduction model was obtained under the 
one contract ? 

Mr. Brat. That is correct. 

Mr. Lantarr. Which concurrently is in production at the same 
time? 

Mr. Breatu. Yes. 

Mr. Lanstarr. What other contracts had the office entered into or let 
to the Bailey Co.? You said you let several contracts. Do you recall 
them offhand ? 

Colonel Brown. I can recall two items—not by item number, but by 
general description. A stain basin used in the laboratory. It is a 
metal item used for staining purposes, for staining slides. Mr. Bailey 
furnished that. ‘There was another item used in our laboratory called 
a suppository mold. The exact formula for making suppositories I 
don’t know, but the Bailey Engineering Co. had furnished to the 
laboratory a suppository mold under contract. 

Mr. Lantarr. Was there anything else? 


reste OES 











INSULATED SHIPPING CONTAINERS FOR WHOLE BLOUD 31 


Colonel Carow. Yes, there was something else that maybe Colonel 
Brown does not know about. Historically, in the development of the 
blood-shipment container we proceeded from an old World War II 
type container that was unsatisfactory and attempted to develop an- 
other shipping container that could be used to meet this situation we 
were up against. Many people throughout the country submitted 
different types of containers to us. Mr. Bailey submitted a shipping 
container made of fiberboard with styrofoam insulation, I believe, 
inside, or with velofoam insulation inuide. 

Mr. Correr. Could you relate this to time, Colonel Carow? Do you 
take exception to the testimony Mr. Hollinger gave here this morning 
that you went into the development of this box via the Hollinger 
Corp. and sent your spec. writer down there and got the data as to how 
they made up the box, and then set up your specification ? 

Colonel Carow. That was in the course of events that subsequently 
developed. But in the history preceding that we have had boxes 
submitted to us from dozens of different people from all over the 
country as prototypes of the type of box they thought in their own 
minds might be satisfactory. 

Mr. Correr. And Bailey Engineering was more of what? What 
was their main line of business‘ Did they have any particular line? 

Colonel Carow. I think they were engineering and had certain con- 
tracts with the Navy Department on engineering. I can’t comment on 
that. However, they did develop a box and we felt in the agency after 
reviewing the box with the so-called Blood Committee that this box at 
least would meet the temporary demands of the services as a one-shot 
box—as a disposable container. It did not necessarily mean we 
stopped at that point, but proceeded to consider other containers, at 
which time the Hollinger-type container as used by the Red Cross 
came under our consideration. 

So the Bailey Co. did produce a shipping container and a blood 
refrigerator box before we even talked with the Hollinger Box Co. 

Mr. Corrrr. A one-shot box ? 

Colonel Carow. Yes. 

Mr. Correr. Did they produce it actually or just the prototype? 

Colonel Carow. No. They produced it veemaliy. 

Mr. Correr. In very great numbers? 

Colonel Carow. Yes, sir. I can’t give you the numbers that were 
procured. They were used, and used satisfactorily. In fact, they 
lasted more than once. They were used several times, and 1 have 
seen them. 

Mr. Ixarp. On this 30,000 unit contract ? 

Colonel Brown. Yes, sir. 

Mr. Ixarp. Who were the other bidders on it, or how many people 
bid on that? 

Colonel Brown. 19 bids were received. 

Mr. Ixarp. What did they bid? Did the Hollinger Co. bid on 
those ? 

Colonel Brown. They did bid. 

Mr. Ixarp. What was their bid? Just for the record, Colonel, I 
wish you would just read, if you have it there, the companies that 
did bid, and what their bids were. 
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Colonel Brown. The American Luggage Works, Inc., bid $35.90. 
Their position, if you would like me to give you their position on 
the bid 

Mr. Inarp. Yes. 

Colonel Brown. That made them 13th low. I will give it to you 
that way. 

The Bailey Engineering Corp., Inc., $31.60. Their bid was third 
low. 

The John Bund Corp., $41. Iam sorry. To give you the position 
on the bids brings in the fact that there were several alternate bids. 

Colonel Carow. You can give them relatively. 

Colonel Brown. I can give them to you relatively. 

Mr. Lanrarr. Is that what you are giving us now? 

Colonel Brown. Here I am giving you the bid. But John Bund 
was 24th low when we only received 19 bids, because there were sev- 
eral alternate bids that had to be considered as such. We had 19 bids, 
but more offers. 

Mr. Ixarp. All right. If you will give that to us, please. 

Colonel Brown. All right. 

Their price of $41 was 24th low. 

The Glasscock Bros. Manufacturing Co., $38.50. Their position 
was 16. 

The Hollinger Corp. on their specification bid of 3-inch, $38.59. 
Their bid was 15th low. Their alternate bid was $28.88 on the 2-inch 
stoyrofoam, which was second low. 

Mr. Lanrarr. You mean somebody else submitted a 2-inch bid? 

Colonel Brown. No, sir. 

Mr. Lanrarr. How could they be second low if they were the only 
ones that submitted the bid ? 

Colonel Brown. Someone else might have offered to make the 3- 
inch box at an even lower price than that. 

Mr. Lanrarr. I see. 

Colonel Brown. The Huron Chrome Products had a bid of $38.95, 
19th low. 

The Miller Manufacturing Co., $40.95. Their position was 23d. 

Para Equipment Corp. : Bid of $35.50, 12th low. 

Klinemold Corp., $59.85, 26th low. 

Parrey Refrigerating Co., $32.98, eighth low. 

Roshback Trunk & Luggage Co., $33.17, seventh low. 

I should have been giving you the discount because they actually 
entered into the establishment of these positions. I will go ahead and 
get through like this. 

Rider Bros., on a quantity of 10,000 bid $38.56. On a quantity of 
5,000 they bid $39.7 12. 

Robinson Burke, Inc. On a quantity of 30,000 they bid $38.97, 
and on a quantity of 15 000 they bid $40.05. 

The Texas Trunk Co., $35.13. 

United States Trunk Co., Inc., biddin on a specfication bid, $33.79 ; 
alternate bid No. 1, $33.40; alternate bid No. 2, $31.64. 

Mr. Correr. What do you mean by that alternate bid No. 1 and 2? 

Colonel Brown. Alternate Bid No. 1 as abstracted on my abstract 
says, “Made to specification except using hard fiber covering instead 
of vulcanized fiber coating.” 

Mr. Correr. All right. Thank you. 
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Colonel Brown. Do you want to know the other one? 

Mr. Correr. No. 

Colonel Brown. Wood Masters, Inc., $33. 

Zephyr Products Co., $28.66. 

Freeze Engineering Co. bid on 30,000, $37.27; on 5,000, $40.27. 

Wheary, Inc., $46.45. 

Mr. Ixarp. Who was the iow bidder on that ? 

Colonel Brown. The actual low price submitted on this bid was 
Zephyr Products Co. of $28.66. 

Mr. Ixarp. If you know, what was the reason why they were not 
given the contract ¢ 

Colonel Brown. As a result of a facilities survey made by—— 

Mr. Ixarp. That is the answer. 

Colonel Brown. As a result of a facilities survey he was determined 
not to be 

Mr. Correr. Could we have that preaward survey introduced in 
the record at this point, Mr. Chairman? 

Mr. Rrex~MaAn. Without objection, it is so ordered. 

Mr. Correr. As well as the Bailey Co. 

(The documents referred to are as follows :) 





ExHipir 4.—ZerHyr Propvors 


Memorandum to: Chief, Material Standards Division. 

Subject: Preaward Survey, Zephyr Products Co., 129 East 124th Street, New 
York City. Stock No. 4-186-120—Container, Shipping, Insulated, Type 1, M-1. 
1. In accordance with instructions a survey of subject company was made on 

June 25 by Mr. Robert Simon and Mr. J. J. O’Connor. 

2. Plant: It was found that at the above address is located the Acme Tile Co. 
The building is a 3-story brick building and provides approximately 10,000 square 
feet of floor space including the basement. It is of steel and concrete construc- 
tion, not sprinklered. The building and housekeeping were considered good. 

3. History: The Zephyr Products Co. is a sales outlet for Sound Devices, Inc. 
Mr. Irving London is the sole owner of Zephyr Products Co., Sound Devices, 
Inc., and Acme Tile Co. The name Surgical Device Co. and Protective Manufac- 
turing Co. were also used at one time. The Zephyr Products Co. was formerly 
located at 1409 Sedgwick Avenue. It was stated that the plant was dismantled 
due to a highway going through Deagan Boulevard. The Sound Devices, Inc., 
is located at 4 Mill Road, Freeport, Long Island. It makes sound recording 
disks and tape. According to Mr. London, it is intended that these facilities 
will be established on the third floor at the 124th Street address as soon as the 
present tenant leaves in July. The building was taken over by Mr. London in 
October 1951. He stated that he is in the process of purchasing the building. 
Mr. London started the Acme Tile, and Sound Devices, Inc., about 1936. The 
Zephyr Products Co. came into being in about 1939, or 1940, as a sales outlet 
for Sound Devices, Inc. Mr. London stated that in 1940 he designed a blood- 
shipping container for the Medical Services and that in 1948 he held a contract 
for these containers. These containers were made of fiberboard, aluminum 
coated, with cotton insulation, poplar frames, balsa corners, wire racks. He 
stated that he had also developed a unit of corrugated paperboard for use by 
the New York University blood-bank group, and had sold them 10,000 4- and 
12-unit boxes. A sample of the paperboard box was exhibited. The carton ttself 
had been purchased outside with the paperboard spacers die-cut on a small press 
located at the Acme Tile Co. building. The Acme Tile Co. is essentially a dis- 
tributing company for imported and domestic ceramic tiles, consisting largely of 
storage and shipping facilities. Tile stocks on hand were observed from Japan 
and Spain. The Zephyr Products Co. appears to consist essentially of desk 
space in the Acme Tile Co. building with the clerical help of Acme Tile Co. 
being utilized when necessary. A facility survey report form is attached. 

4. Personnel: At the present time, personnel employed by the various com- 
panies is as follows: 


Zephyr Products Co.: Mr. London only. 
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Sound Devices, Inc. : 10 to 12 skilled men, at Freeport, Long Island. 
Acme Tile Co.: 5 persons, at 124th Street. 

Mr. London stated that he also had a real-estate operating company which 
owns 7 apartment buildings, and has 3 or 4 employees. 

(a) Mr. Irving London: Mr. London is the sole owner of Zephyr Products Co., 
Sound Devices Inc., and Acme Tile Co. He is an energetic young-looking man, 
47 years of age. He was graduated by City College, New York, in 1925, and 
taught physical education and biology in 1925 and 1926. He has one son at the 
Horace Mann School, and one son at Riverdale School. He has resided at 521 West 
239th Street, Riverdale, for 17 years. His father was in the tile sales business 
and he worked with his father thereafter. In 1983 he started manufacturing tile 
under the name of Architectural Tile Co. This business was sold in 1936. He 
started the Acme Tile Co. and Sound Devices Inc. about 1936, with Sound Devices 
Inc. becoming active only about 1939. Simultaneously he conducted building 
and real-estate operations. He stated that his actual net work was about $1 
million. That is not in agreement with a financial statement mentioned hereafter. 

(b) Mr. Orlando L. Seda: Mr. Seda, presently employed by Mr. London in the 
Sound Devices, Inc., company, is a young man, approximately 30 years of age. 
Mr. Seda was referred to as Mr. London’s engineer who had made the cost analysis 
and had done the planning in conjunction with the Zephyr Products Co.’s bid on 
subject blood-shipping containers. Mr. Seda is a high-school graduate, studied 
chemical engineering in Brooklyn Poly-Tech for 1 year, and subsequently busi- 
ness administration through International Correspondence Schools. He worked 
for the J. H. Bonnell Co. 1or 4 years as apprentice instrument maker. During the 
war he was an Air Force instructor. He has been with the company since 1939 
execpt for time in service. He worked for the Fairchild Recording Equipment 
Corp. of Whitestone, N. Y., for 1 year. He stated that he also acts as con- 
sultant to this company on Government contracts. It was stated that he built 
the magnetic tape recording machine used by Sound Devices, Inc., in their produc- 
tion of sound-recording tape. He stated that he had worked for Mr. London 
since 1948. 

(c) Mr. Lawrence Saper: Mr. Saper is another employee of Mr. London, aged 
24. Graduate of City College of New York, in electrical engineering. He taught at 
the RCA Electronics School for 2 years. It was stated that he worked for Fair- 
child Recording Equipment Corp. for a period of 3 years, and for Mr. London for 
1 year. 

5. Plans for production of shipping container: Mr. London stated that it was 
not planned to use the 124th Street address for other than office purposes. In 
the event of award on current invitation, expiring July 20, 1952, for $967,275, for 
shipping containers, he proposed to rent space in a factory building at 19388 Park 
Avenue, New York City. This space would consist of 12,000 square feet on 1 
floor. He stated that he presently rents store space at 1952 Park Avenue, at 
the northwest corner of 131ist Street and Park Avenue, for other equipment 
owned by him. At this address he has 7,500 square feet for the housing of load- 
ing equipment, belting conveyors, rollers, and so forth. A preliminary floor plan 
showing the proposed plant layout is attached as enclosure (1). It was stated 
that the following list of equipment was necessary and proposed for use on the 
blood shipping containers : 


Glueing machine: Buy new. Have small one 
Drill fixer and jigs: Will build 

2 air drills: Haveone. Buy one 

Nailing fixture: Will make 

Portable nailer: Buy new 

Air clamps: Have on hand 

Doey nailing machine: Buy new 

2 riveters: Have one. Buy one 

Silk sercens: Make 

1—4 ft. shear: Have it nearby tinsmith 
1—4 ft. brake: Buy new 

1 heat sealer: Make. Some parts on hand 
Hand fixtures: Make. Some parts on hand 
1 miter die: Have on hand 

Compression rollers: Have on hand 

1 Sheridan embossing press: Have on hand 

1 apron conveyor: Have parts 
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There was some conflict of opinion between Mr. London and Mr. Seda as to 
what equipment was to be bought and what was to be on hand. The embossing 
press was noted at the 124th Street address. The shear was stated to be at a 
nearby tinsmith of 2352 Third Avenue. Other equipment was stated to be stored 
at 1952 Park Avenue, or at 124th Street. It was estimated that new machinery 
and cost of setting it up would amount to approximately $10,000. 

(a) It was estimated that 15 employees were necessary with 3 supervisors. 
Supervision would consist of Mr. London, financial and business transactions ; 
Mr. Seda, production operations; Mr. Saper, engineering. It was stated that the 
estimated material cost per unit was $21.56 plus 15 cents for packaging. The 
estimated labor cost per unit was $1.25 excluding management. It was stated 
that deliveries would start 1 month after date of award, at the rate of 2,500 
units per month. It was stated that preproduction sample would be ready in 
4 weeks time. The company plans to make detailed shop drawings in the event 
of award. 

6. Estimated cost breakdown for material, blood-shipping container: 


} 








Material Cost Source | Delivery 
promises 
DRO in ciniiocnnwaticncdsatiicnievducusacsascumes | $3.58 | Royal Lumber, Bronx _..| 3 weeks start. 
Vulcanized fiber. ...--..----- beeen” | 1,50 | National Fiber, Washington_| Immediately. 
Polysterene- | 5.93 “ Chemical (17.2 square | 2 weeks, 
| eet). 
Aluminum sheeting, 12 by 3 by 9 feet a i | 1.14 | Aluminum Co, of America | Immediately. 
Plastic-coated fiber oe i .85 | National Fiber__ | Do. t 
Reinforcing corners, vapor barrier — 1.90 | Acme Backing 3 weeks, 
Molded 4% by 1 jacket - . . ‘ a | .60 | Rollon Molding 6 weeks. 
Steel valance es a as ; a | - 08 | Topaz Metal Stamping Immediately. 
% by 234 gasket__....-.-- - ‘ . ta do 6 weeks. 
Stay hinges. ------ al .45 | Stanley ? 
IES dc cnocewes ‘ 28 | do ‘ ‘ |? 
Cardholder - .. - a , j | .10 | Topaz Metal | 3 weeks 
Draw bolts one avewnibe .20 | Brainerd, Rochester | No promise, 
Clamps : secon} «6 OB |, Tyas | 3 weeks 
Ice compartment... _- . --=---}| 00 Eastern Can, Kent Ave., | 5 weeks 
| Brooklyn. | 
Cn eh ees fa sincnan ..-.---| 2.12 | Combined Industries, Far | 4 weeks. 
| | Rockaway. } 
Trunk corners. . ._--- . ‘ .30 | Topaz | 4 weeks. 
, | ‘ .30 | J. Hassell, Brooklyn | September, 
small, large 
immediately. 
Cement-coat nails . --- SB fous Spot. 
Brass Washers..... aise ; weet .04 | Stimsorf Metal Products | Do. 
Adhesive. ...----- mes # | .30 | Industrial Latex, Bronx | 3 weeks. 
Varnish_.....- +) ‘ | 2 weeks. 
Wrapping paper. i nennek ee -10 | i | 
Plastic-coated fiber - - - ..-- ‘ panne . ‘ .06 | National Gaylord | 


osacceces | 
| 





7. Financial Status: Bank references given were: Public National Bank, 
116th Street and Madison Avenue; Merchants’ Bank, 98 Canal Street. It was 
stated that a balance of $3,000 was on hand in the former, and a balance of 
$7,000 in the latter. Mr. London stated that he had available money for imme- 
diate use, and processing a contract in the event of award, in the sum of 
$100,000 cash. He stated that he had no other business commitments which 
would interfere with his proposed operations. A statement of his financial 
condition, as of January 31, 1952, as an individual, is attached as enclosure 2. 
He stated that a detailed financial statement showing his current condition 
would be forwarded shortly. 

8. Conclusion and Recommendations: In view of the foregoing, it is apparent 
that subject bidder at the present time has no facilities suitable for the produc- 
tion of subject item. It is also apparent that he is not a manufacturer or a 
jobber of a similar or comparable item.’ The paperboard shipping containers 
sold locally do not compare with the type of shipping container specified. At 
the present time company has no employees engaged in the production of this 
type of item. In view of the above, it is recommended that an award not be 
made to Zephyr Products Co., on subject invitation for container, shipping, 
insulated, type 1, M-1. 

J. J. O’CONNOR, 
Technologist. 

ROBERT SIMON, 

Materials Engineer. 


43707T—54——_-4 
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Irving Lonédon—Statement of financial condition as of Jan. 31, 1949 


TI ie a saan alaccnsccie aici ab danicansimeseiitipsiclanan lien aici eatetagal $5, 704. 64 
Jetted States: Goverment DeRO6cccdtennsccmncncnannsnnesanenents 6, 000. 00 
Real estate: 
50 percent, Barclay Homes, Inc.................... $4, 216. 75 
50 percent, Vermillon Realty Corp__-.------------- 13, 461. 80 
50 percent, Woldon Realty Corp__-.....--.......-.. 10, 316. 95 
100 percent, 521 West 239th St. Realty Corp_____---- 17, 200.00 
Lots, Kings Point, Nassau, Long Island___...-__~--- 7, 500. 00 
————_ 5:2, 695. 50 
Investments : 
100 percent, Sound Devices Co., Inc...-.-...--.--..- 29, 526. 42 
50 percent, Acme Tile & Marble Co., Inc_..----.---- 22, 961. 10 
52, 487. 52 


I I rad acca ieaden aitildstinmncsingheonamaindabaatidaniimaniants 116, 887. 66 
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ExuHistr 5.—BAILEY Co, PREAWARD SURVEY 
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JUNE 26, 1952. 
BAILEY ENGINEERING Co., 
Rameey, N. J.: 


1, The undersigned visited Bailey Engineering Co., Ramsey, N. J., to make a 
preaward survey to determine ability to manufacture blood refrigerator item 
No. 4-186-120. 

2. It is the opinion of the undersigned that facility has the necessary equipment 
and know-how to manufacture the item. However, it would be necessary to build 
or rent an additional building for storage purposes. There is available room to 
store only 200 in the present building. 

3. It was stated that it would be necessary to get financing amounting to $50,000. 
The company did not have firm commitments from raw material suppliers to 
deliver. It was thought that priority assistance would be needed for aluminum, 
wire, and polystyrene. 

4. In order to produce 35,000 refrigerators by June 30, 1953, it was thought 
that the number of employees would have to be increased from 25 to 75 or 100, It 
was stated that 6 weeks lead time would be necessary to manufacture dies and 
tool up. However, this could be shortened by purchasing initial hardware. 

5. Mr. Bailey and the superintendent estimated that they could manufacture 500 
the first month they were in production, 2,000 the second month, and 4,000 each 
succeeding month using 2 shifts. 

6. It is the opinion of the undersigned that with existing manufacturing space 
and machinery and necessary time to train new employees the above-mentioned 
production figures should be halved. 

H. B. Rostnson, 
Captain, USAF (MSC), 
Commodity Unit IT, 
Md. Mobilization & Processing Planning Division. 
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Mr. Ixarp. There was one other in there. Who was second low? 

Colonel Brown. The second low bid was the bid of the Hollinger 
Corp. on the 2-inch styrofoam. 

Mr. Ixarp. What was the reason why that bid was not accepted? 

Colonel Brown. The contracting officer rejected the bid. 

Mr. Ixarp. Was it not because it was 2 inches of insulation and it 
was an alternate bid ? 

Colonel Brown. That is correct. 

Mr. Ixarp. I am trying to get this in the record. 

Colonel Brown. That is correct. It was 2 inches instead of the three 
inches specified. 

Mr. Ixarp. Yes. 

Mr. Lantarr. What was the date that the United States Trunk Co. 
submitted their alternate bid of $31.64? 

Colonel Brown. I would have to refer to the bid file on that. It had 
to be prior to the opening because it was abstracted, but in the bid file 
there is their bid. They were not submitted at separate times, but 
were submitted together. 

Mr. Lantarr. I would like to know on what date that $31.64 alter- 
nate bid was submitted. 

Colonel Brown. The bid of the United States Trunk Co. was ac- 
companied by a letter of June 19, which offered alternate 1, 2, and 
3 bids. 

Mr. Ixarp. What was the date of the Bailey letter and when was 
the United States Trunk Co. letter received? Do you have any indi- 
cation of that? 

Colonel Brown. There is no indication in the file as to the actual 
time of receipt. 

Mr. Correr. When were the bids opened ? 

Colonel Brown. The bids were opened at 10 o’clock in the morning 
on the 20th of June. 

Mr. Correr. Is there an envelope on the Bailey letter that was dated 
the 16th? Do you have a postmarked envelope? 

Colonel Brown. No, sir. 

Mr. Ixarp. Do you have any stamp on it to indicate when it was 
received ¢ 

Colonel Brown. A time stamp? 

Mr. Ixarp. Yes. 

Colonel Brown. No, sir. 

Colonel Carow. If I can add for the information of the committee, 
those envelopes are normally saved by the bid officer for some period 
of time, until it is determined they are no longer used, and then it is 
done away with. 

Mr. Correr. Why would he put a certificate on there if there was 
some proof to show that the bid had come in in the usual manner and 
reflected it was 

Colonel Carow. I would assume the envelope contained some refer- 
ence to the bid information and was opened at the same time the bid 
was opened. Therefore he placed the certificate that he opened it at 
the time and read it at the public meeting, so that it became public 
knowledge at that time. 

Mr. Ixarp. Is there any such certificate on the United States Trunk 
Co. letter ? 

Colonel Carow. There is not. 
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Mr. Ixarp. In other words, the indications from the file are, if I 
understood you correctly, Colonel—and if I did not, correct me—that 
the Bailey letter was probably not received and made public until 
the bids were opened, and at that time the bid officer did read it. I 
am not sure I understood it. 

Colonel Carow. Yes. I will have to make that assumption that the 
letter was received and opened at the time of public bid. Frequently, 
though, a contractor may send in information of this type without 
making reference to the bid and it is opened. I can’t say that is the 
case in this instance. 

On the other hand, this letter may have been included inside his 
original bid and opened at the same time. It is pretty hard to say 
what the details were. 

Mr. Correr. Was a preproduction model of this box made by Bailey 
and submitted for test, Mr. Beall ? 


FURTHER TESTIMONY OF JOHN R. BEALL, TECHNOLOGIST, LABO- 
RATORY BRANCH, MATERIAL STANDARDS DIVISION, ARMED 
SERVICES MEDICAL PROCUREMENT AGENCY 


Mr. Bratt. Yes, sir. 

Mr. Correr. When was that submitted? Can you submit the date 
later? Do you have the tests before you? 

Mr. Breauu. Yes, I have it. 

Mr. Correrr. Did it pass the test ? 

Mr. Brat. In somewhat similar fashion to the previous one I men- 
tioned. 

Mr. Correr. Let us go to the temperature test first. 

Mr. Brau. The temperature test. That box was again submitted 
to the Engineering Development Division for performance tests. In 
this specification the performance test had been incorporated in the 
specifications and the results indicated that it complied. 

Mr. Correr. How well? 

Mr. Beaty. Well, after 24 hours the maximum temperature reached 
would appear to be about 4614, 

Mr. Correr. And when did it reach 50? 

Mr. Bratt. It did not in 48 hours. 

Mr. Correr. Was it made under the same conditions that the other 
test was made, namely, precooled to 40° with 4 thermocouples in bot- 
tles, 2 in the upper layer and 2 in the bottom layer? 

Mr. Pix. Exactly the same. 

Mr. Correr. With an ambient temperature of 90° ? 

Mr. Prix. 90°. 

Mr. Correr. You were reading, Mr. Beall, from the upper layer? 

Mr. Beaty. That is correct. The hottest part. 

Mr. Correr. So you might say it passed the test with flying colors. 
Is that right ? 

Mr. Beaty. Yes. There is no question. 

Mr. Correr. Did this prototype model include the vapor container 
foil? The jacket? 

Mr. Bray. The envelope? 

Mr. Correr. Yes. 

Mr. Beaty. Yes. 
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Mr. Correr. Did you ever test any subsequent models of this box 
produced by the Bailey Corp. ¢ 

Mr. Bratt. We had a sample from an initial shipment on the 
other contract. 

Mr. Correr. They are the same? 

Mr. Beauu. They are really the same box. 

Mr. Correr. They came out of the same bid and were the same box 
and same specification ? 

Mr. Beaux. That is correct. We did have one sample from initial 
production which was examined in the laboratory, and inasmuch as 
the construction was similar throughout it was not subjected to the 
performance test—the second sample. 

Mr. Correr. Give us the date of the first test. 

Mr. Beauw. The actual test was performed January 2, 1953. 

Mr. Correr. Of the preproduction model ? 

Mr. Beat. Yes. 

Mr. Correr. When was production supposed to start on this con- 
tract, Colonel Brown ? 

Colonel Brown. You are speaking of 30,000 ? 

Mr. Correrr. Yes. 

Colonel Brown. October 1952. 

Mr. Correr. When did they actually begin to produce ? 

Colonel Brown. The first shipments ? 

Mr. Correr. Yes. 

Colonel Brown. The 3d of February 1953. 

Mr. Correr. Did you stop the production of the Bailey Corp. box 
somewhere along the line? 

Colonel Brown. The contracting officer did. 

Mr. Correr. Approximately what date was that? Just approxi- 
mately. 

Colonel Brown. Approximately it seems to me like it was April 
or May. 

Mr. Correr. He had made a very substantial number of boxes? 

Colonel Brown. Yes; he had. 

Mr. Correr. Why was production stopped ? 

Colonel Brown. The contracting officer and myself and the expedit- 
ing officer and all visited the plant and noticed a deviation from the 
specifications which we thought might be serious, and came back and 
discussed it with the technical people; and on the basis of that we 
stopped production. 

Mr. Correr. What was the deviation from specs? 

Colonel Brown. It was the substitution of moisture barrier mate- 
rial—n.oisture-proof barrier material. 

Mr. Correr. Did you find in your examination of the production 
models that they were putting in the vapor envelope—the foil jacket ? 

Colonel Brown. We found in the examination of the styrofoam in 
the box they were spraying on the latex. 

Mr. Correr. You are not answering my question. 

Colonel Brown. Excuse me. 

Mr. Correr. Your specification called for an envelope of aluminum 
foil to surround your styrofoam insulation. 

Colonel Brown. Yes, sir. 

Mr. Correr. That was in the prototype models that were submitted 
to you, was it not? 
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Colonel Brown. It is Mr. Beall’s testimony that it was there. 

Mr. Correr. When you went to the plant you found it was not? 

Colonel Brown. The bag was not being put in the box. 

Mr. Correr. We have testimony this morning that that bag cost 
about $4 to put in? Is that right? 

Colonel Brown. Yes. 

Mr. Correr. Do you have any information to the contrary of that? 

Colonel Brown. As to the cost of that? 

Mr. Corrrr. To the contrary of the testimony that was given here 
this morning by another box manufacturer that it cost approximately 
$4 for that envelope and the installation of it ¢ 

Colonel Brown. Do I have any knowledge contrary to that ? 

Mr. Correr. Yes. 

Colonel Brown. No, sir. I do not. 

Mr. Rreniman. Let me ask him one question at that point. How 
did you happen to go over to the factory to investigate this construc- 
tion program ? 

Colonel Brown. It was merely a routine plant inspection. 

Mr. Rreniman. Did you do that? Is that what happens in all of 
the contracts? You go over during the contract when the production 
is on and you make a routine inspection ¢ 

Colonel Brown. The chief of the agency has directed that his con- 
tracting officer visit the plant once a week—one plant a week. 

Mr. Rresitman. And you had been visiting this plant on previous 
occasions, but this time you discovered that the construction was not 
being followed up in accordance with the contract ? 

Colonel Brown. This was my first visit to the Bailey engineering 
plant. 

Mr. Correr. Was it determined that this envelope had not been 
put in any of the production models that had been made by Bailey? 

Colonel Brown. I don’t quite get your question. 

Mr. Correr. Will you read the question, please ? 

(Whereupon the pending question was read by the reporter.) 

Colonel Brown. I will have to refer back to Mr. Beall’s testimony 
as to the results of his test on the production model. 

Mr. Rreutman. Wait a minute. You were at the plant and made 
the inspection ¢ 

Colonel Brown. Yes. 

Mr. Rreuitman. Didn’t you determine yourself that the bags were 
not in there? 

Colonel Brown. That is right. 

Mr. Rreutman. What is the question about, then ? 

Mr. Correr. Did you talk to Mr. Bailey ? 

Colonel Brown. He asked the question, was it in there? 

Mr. Rientman. Do you know whether they were put in any of the 
boxes that were constructed ? 

Colonel Brown. The laboratory said they had seen the bag in the 
boxes they tested. Yes. 

Mr. Correr. That is in the prototype or preproduction models. 
Isn’t that correct? 

Colonel Brown. I don’t know. 

Mr. Rimutman. Let me ask this question, counsel. How many 
boxes had been produced when you arrived at that plant? 
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Colonel Brown. Somewhere in the neighborhood of 10,000. _ 

Mr. Rreutman. After you discovered that the bags were not in the 
boxes they were constructing at that time, did you proceed to find out 
whether they were in the previous ones? 

Colonel Brown. Yes, sir. 

Mr. Rren_tman. What is the answer? 

Colonel Brown. The answer is that the boxes we saw being con- 
structed were the same as those shipped under the terms of the 
contract. 

Mr. Rreutman. But the bags were not in there. 

Colonel Brown. Yes. 

Mr. Rreuuman. Then that is the answer. Why do we have to go 
through all of this? If you said they were not in there in the first 
place 

Colonel Brown. I did not understand the production part. 

Mr. Rreuiman. All right. 

Mr. Correr. On 30,000 boxes, assuming it costs about $4 a box for 
this particular material, that would have aggregated approximately 
$120,000 that the contract was being cheapened. Is that correct? Did 
your office take a rather serious view of that? 

Colonel Brown. We did, sir. 

Mr. Corrrr. Did you take any action pursuant thereto? 

Colonel Brown. Meetings were held with various persons concerned 
and we drew samples from various agencies that had received the 
shipments and tested them and made the determination regarding the 
acceptance of the boxes, and what to do about them. 

Mr. Correr. Did you make a determination with regard to the 
acceptance of the boxes? 

Colonel Brown. Yes, sir. 

Mr. Correr. And did you accept the boxes with the change in the 
specifications ¢ 

Colonel Brown. Subject to a cost analysis of the contract to deter- 
mine the actual amount of savings incurred. 

Mr. Correr. Let us go back a minute, Colonel. Your specifications 
called for certain things, did they not ? 

Colonel Brown. That is correct. 

Mr. Correr. Included was this foil envelope or this vapor barrier 
which costs approximately $4. What was the practice when any modi- 
fication of specs is made? Is that made in writing and with the 
permission of the agency ? . 

Colonel Brown. That is correct. 

Mr. Correr. And were there some various deviations in the original 
specs after the award to Bailey that were made the subject of writing ? 

Colonel Brown. Yes, sir. 

Mr. Correr. And yet the Bailey Corp. made 10,000 boxes and you 
had to go to their plant and catch them in the production before you 
found out that they were not including this vapor strip ? h 

Colonel Brown. Yes, sir. 

Mr. Correr. Then your office deliberated and you decided to accept 
that change in specifications, subject to a cost analysis? 

Colonel Brown. That is right. That is the decision of the chief of 
the agency. 

“ > mam nen Were these boxes tested for the quality for keeping 
ood ¢ 
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Mr. Brau. Yes, sir. 

Mr. Rieuiman. With the change in specifications? 

Mr. Brau. We received samples of three boxes from those that were 
actually in production in the plant at the time production was stopped. 

Mr. Rreutman. And that was with the lack of the foil in the box? 

Mr. Beat. Yes, sir. Without the foil bag. Those again were 
tested in the Engineering Development Division for their performance. 

Mr. RreuumMan. What were the results? 

Mr. Pix. The results were on the 3d of June, which is the date 
on the chart, the upper limit at the end of 14 hours was 45, I don’t 
know why this was stopped at 14. This was exposed to a shower for 
4 hours, and then it was put under test. 

Mr. Correr. What does that mean, Mr. Pile? 

Mr. Pitz. This was made because the barrier was eliminated and we 
wanted to see what effect it would have if it were exposed to rain, for 
example. So we put it in a shower and let it stay there for 4 hours, 
and then subjected it to the tests. We stopped it at the end of 14 hours. 
The pattern is practically similar, I would say, to the pattern of the 
other box with the foil. At 14 hours the maximum temperature is up 
to 45 degrees. It was stopped at 14 hours. 

Mr. Correr. It was stopped at 14 hours? 

Mr. Piz. Yes, sir. 

Mr. Correr. Do you know the reason why? It is a 24-hour test, is 
it not? 

Mr. Pitz. That is right. 

Mr. Correr. Was it ever tested for 24 hours? 

Mr. Pixe. I don’t know whether the one that was sprayed was. 

Colonel Carow. Yes; it was, in another test. 

Mr. Corrrr. You are talking about the test the Bailey Corp., had 
made by an independent corporation ¢ 

Colonel Carow. Yes. 

Mr. Correr. We are not talking about that. Let us go back before 
we get into these tests and let us develop this business about it. 

Isn’t the Army very meticulous in having any specification modi- 
fications made in its production, in having it in writing and having 
everything cleared ¢ 

Colonel Brown. Yes, sir. 

Mr. Correr. Mr. Bailey didn’t do that in this instance, did he? 

Colonel Brown. No, sir. The records do not show that this had 
been done. 

Mr. Corrrer. Didn’t you have an inspector who was inspecting these 
boxes that were made? 

Colonel Brown. This contract was subject to inspection by Army, 
Navy, and civil defense. 

Mr. Rrentman. The colonel said they made a visit to the plant every 
week. Isn’t that correct ? 

Colonel Brown. No, sir. 

Mr. Rieutman. You just told me it was the current policy to make 
a visit every week when the construction was going on. 

Colonel Brown. Our chief has instructed his contracting officers to 
visit various plants, at least one plant each week. 

Mr. Rieuiman. You had an inspector there who knew what was 
going on? 
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Colonel Brown. We had a field inspector. 

Mr. Rreniman. He certainly knew what was going on if he was on 
the job. Did he ever make a report that there was a change in the 
construction of that box? 

Colonel Brown. No, sir. 

Mr. Porr. Let us find out who he was. 

Mr. Rrentman. Do you have any idea who the inspector was? 

Colonel Brown. Yes, I do. 

Mr. Rrentman. I understand he is going to be the next witness. 

All right, Mr. Counsel. 

Mr. Correr. There were a considerable number of very minor 
changes that were made the subject of written confirmation. Is that 
correct ¢ 

Colonel Brown. Yes. That is correct. 

Mr. Correr. At the time you people stopped production and went to 
checking up on your shipments, did you find a discrepancy between the 
number of boxes you received and the boxes you had paid for? 

Colonel Brown. Yes, sir. There were two shipments involved. 

Mr. Correr. About 500 boxes? 

Colonel Brown. The exact quantity I do not know. 

Mr. Correr. Have you the approximate quantity, Colonel? 

Colonel Brown. Approximately 432. 

Mr. Correr. And you had paid for these, and you had found that 
they had not been shipped and some of them had not even been made 
yet. Is that correct? 

Colonel Brown. Let us say they had not been shipped. 

Mr. Correr. Did you say let us say that? What is the actual fact, 
Colonel ? 

Colonel Brown. I don’t know how many were in his plant at the 
particular time we stopped it. I have no record what was on hand. 

Mr. Correr. Was not there some investigation made of that? 

Colonel Brown. I do not have in my head the knowledge of that 
investigation. 

Mr. Correr. Can you explain why you paid for boxes that had not 
been shipped or that may not even have been made ? 

Colonel Brown. This being an f. o. b. origin contract, our Fiscal 
Division pays upon the receipt of DD-250’s. 

Mr. Correr. What is a DD-250? 

Colonel Brown. An inspection and shipping form prepared and 
released by the Navy inspecting service and accompanied by the ven- 
dor’s vouchers or his invoices, that is, the origin shipment. 

Mr. Correr. These invoices are actually to a transportation com- 
pany. Is that correct? 

Colonel Brown. The invoices for the goods shipped are invoiced to 
the FCDA. 

Mr. Correr. Which is actually a receiving report, in effect, of the 
carrier, 

Colonel Brown. It was. 

Mr. Correr. You said you had an invoice? 

Colonel Brown. I said the fiscal division has the invoice. The 
purchase division receives a copy of the DD-250, in which it states 
that the shipment has been made and it was shipped on such and such 
a date. 
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Mr. Correr. That must be based on an actual shipment. Is that 
right? 

Colonel Brown. The contracting officer has to assume so. 

Mr. Correr. Did Mr. Bailey have a trucking company that was 
involved in getting these boxes away from the plant ? 

Colonel Brown. I do not know. I cannot say the facts in that 
case because I don’t know he owns a trucking company. I don’t know 
that. 

Mr. Correr. You don’t know whether there was a subsidiary truck- 
ing company that was invulved in this? 

Colonel Brown. I have heard he delivers this through a subsidiary 
trucking company. I don’t know the ownership and I think it would 
be unfair to say I know it. 

Mr. Ixarp. Just what do you pay off ~ or what does the fiscal 
office pay off on? Just exactly what is it? Ido not want any alpha- 
betical name for it. I mean, is it a bill of lading, or an invoice, or 
what is it? 

Colonel Brown. It must consist of the documents stating that the 
shipment has been 

Mr. Ixarp. Who signs that ? 

Colonel Brown. The inspector. 

Mr. Ixarp. The inspector at the plant? 

Colonel Brown. Who released the shipment. Then when the 
material was packaged the carrier accompanied his documents that 
he received the material, and then the manufacturer’s invoice. They 
come to fiscal and on an origin contract it can be paid. 

Mr. Ixarp. In other words, you have a certification of your inspec- 
tor, or it amounts to that, and one by the carrier and one by the manu- 
facturer. Those three instruments come in to the fiscal office and the 
payment is made for the goods. Is that correct? 

Colonel Brown. I have never been a fiscal officer. I have never seen 
a voucher. I do not know what certification they receive from the 
carriers. I cannot answer that. 

Mr. Ixarp. Do you know about the inspector and the manufacturer ? 

Colonel Brown. Yes, sir. 

Mr. Ikarp. And you at least know that there are those two instru 
ments ? 

Colonel Brown. Yes, sir. 

Mr. IKarp. And the other instrument would be from the carrier, 
whoever it is, whether it be a railroad, or a trucking company, or an 
airline ¢ 

Colonel Brown. Yes. 

Mr. IKxarp. You do know in this case there were between four 
and five hundred of these boxes paid for that were never actually 
delivered ? 

Colonel Brown. That is correct. 

Mr. Porr. Colonel, I noticed there in your folder one of those 
DD-250'’s which would appear to be written in handwriting. Is that 
a DD-250? 

Colonel Brown. No. It is merely a tabulation of a compilation by 
our clerks. 

Mr. Porr. Are all of these DD-250’s? 

Colonel Brown. Yes. All of them that are attached to it. There 
is a DD-250. 
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Mr. Porr. By whom was this DD-250 prepared? Who origi- 
nated it? 

Colonel Brown, The Navy 

Colonel Carow. May I clarify this? 

Mr. Porr. I wish you would. 





FURTHER TESTIMONY OF COL. THEODORE M. CAROW, COMMANDING 
OFFICER, ST. LOUIS MEDICAL DEPOT 


Colonel Carow. A DD-250 is prepared by the naval inspector at 
the plant when the material is accepted at the plant and becomes 
Government property at the plant, and that DD-250 is a certification 
to the fiscal people to process vouchers for payment. It is usually 
accompanied, or concurrently at the same time the contractor processes 
his invoice for payment of goods manufactured as represented by 
that DD-250. Those two documents together serve for the fiscal peo- 
ple to give sufficient information administrative sly for payment. 

Mr. Ikarp. Then how could it occur, Colonel, that there would be 
an actual payment for goods that were not delivered or possibly, as 
I understand the record here, it is possible at least they were not even 
inade at the time the payment was received ¢ 

Colonel Carow. The DD-250 must be in error. The DD-250 must 
be in error because they won’t pay 

Mr. Ixarp. Is that a customary error? 

Colonel Carow. No, sir. 

Mr. Ixarp. It looks to me as though there would be very small 
chance for error in that this instrument that is filled out by the inspec- 
tor is only made out at the time that the goods become Government 
property. Isn’t that correct? 

Colonel Carow. He accepted it for the Government. That is on 
origin deliveries. 


TESTIMONY OF CHARLES J. TANTILLO, NAVAL INSPECTOR, INSPEC- 
TION ADMINISTRATION, NEW YORK INSPECTION DISTRICT 





Mr. Tantiix0o. While I have no direct information about what 
happened at the particular plant, I am very familiar with the process. 

Mr. Rrenutman. If you are not familiar with what happened at 
this plant that is not pertinent to what we are talking about, as far 
as I am concerned. What I am trying to find out is ‘who is respon- 
sible at the plant where these cases are being made. 

Mr. Tantizxo. I think I can contribute to what happens when the 
inspector signs his DD-250 and how it is processed in order that 
the contractor may become paid. 

Mr. Ixarp. The only question I am interested in is finding out how 
it occurred in this instance there was payment apparently for some 
400 to 500 of these units which either were not delivered or were not 
made, or something. 

Mr. RreuumMan. Let us confine our testimony to that fact and see 
if we can pin down the responsibility, and not go all around on some 
other case or some other information. Who is the gentleman down 
at the end of the table? 

Mr. Corrrr. That is Mr. Bailey, but I think we ought to take him 
in order. 
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Mr. Rrenuman. We will call you when you are a witness. 

Mr. Batter. I think I might attempt to clarify it for you. 

Mr. Rreniman. We will give you plenty of opportunity when you 
are called as a witness. 


FURTHER TESTIMONY OF LT. COL. MAX BROWN, ARMED SERVICES 
MEDICAL PROCUREMENT AGENCY, NEW YORK CITY; ACCOM- 
PANIED BY COL. THEODORE M. CAROW, COMMANDING OFFICER, 
ST. LOUIS MEDICAL DEPOT 


Mr. Correr. Colonel Brown, did your department consider refer- 
ring this to the Department of Justice at all? 

Colonel Brown. There was a report made by the Army esti 
General’s Office, who was assigned to the agency, made to the Chief 
of our Agency, which report I have not seen or read. Based on that, 
the Chief of the Agency has a memorandum in which he arrived at a 
decision as to what to do about this case. 

I believe your section has been furnished a copy of that. 

Mr. Corrrer. We are trying to develop it for the record as to what 
action was taken. No action? 

Colonel Brown. What action was taken ? 

Mr. Correr. Yes. Whataction wastaken? No. 1,did you consider 
referring this matter to the Department of Justice on the basis of this 
deletion from the specifications of a matter of the importance of this 
$4 vapor barrier ¢ 

C ‘olonel Brown. The Chief of the Agency would be the person to 
make that decision. 

Mr. Correr. Was there any consideration given to it in your office, 
do you know ¢ 

Colonel Brown. Yes, sir. 

Mr. Correr. Was it done? Did you refer it to the Department of 
Justice ¢ 

Colonel Brown. I did not. No. The Chief of the Agency made 
a memorandum, of which I believe you have a copy, and which he 
makes his decision in; but I do not recall the decision. 

Mr. Rieuitman. He is not asking you whether you made the deci- 
sion. He wants to know whether it was done. 

Colonel Brown. I don’t know, because- 

Mr. Rreuutman. Do you have any information at all ? 

Colonel Brown. I do not. 

Mr. Rreniman. All right. That ends that. 

Colonel Brown. If the chairman would prefer that I use that if I 
have no information, I will say that. 

Mr. Rreutman. That will help an awful lot if you will, Colonel, 
because if you do not have it we do not want to ask you to give it, 
and it is not fair to try to answer it if you do not know. 

Mr. Correr. Of course, I am a little at a loss that you should say 
that. If I have received any memorandum, I received it this morning 
and I have not read it. Yeu were in the office where it happened, and 
it might seem you would have at least a hearsay knowledge of what 
the discussion was, or what consideration was given. That is all we 
are asking for. 
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Colonel Brown. I was not present at the meeting at which the deci- 
sion was made. 

Mr. Rrentman. Then you have no knowledge about it. 

Colonel Brown. I have no knowledge of whether it was or was not 
referred down. Iam safe in making that statement. 

Mr. Rreutman. Allright. That is very fine. 

Mr. Correr. Did you receive an offer from Mr. Bailey to reduce 
the price of the box on a certain portion of those manufactured by a 
certain amount of money ? 

Colonel Brown. Yes, sir. 

Mr. Correr. How much money ? 

Colonel Brown. $3 per box. 

Mr. Correr. On how many of these boxes did he offer to reduce the 
price $3 a box? 

Colonel Brown. Approximately 4,500. 

Mr. Correr. Why not on all of them, if he had manufactured all of 
them without the vapor barrier? Did he explain that? 

Colonel Brown. No, sir. The decision to accept the boxes and 
what to do about the cost is based on our letter of June 12, in which 
we say we are going to make a cost analysis of your books to deter- 
mine what savings have been made as a result of the omission of this 
bag and other specification deviations to determine if he made a 
saving, at which time we will get him into a price adjustment. 

Mr. Corrrer. Did he explain to you why he omitted to tell you 
about this, and why it was necessary for you actually to go to his 
lant and determine he was not putting in this bag in order to 
lane of it? 

Colonel Brown. There is a memorandum for the record—— 

Mr. Correr. Did he tell you? 

Colonel Brown. Did he tell me? 

Mr. Correr. Yes. Did you have any conversation with him? 

Colonel Brown. Only in the presence of a contracting officer. 

Mr. Correr. Regardless of in whose presence it was, what was the 
conversation ¢ 

Colonel Brown. The conversation, as I recall it, was that he thought 
his foreman—the name I do not recall—had obtained clearance for 
this deviation from the Armed Services Medical Procurement Agency. 

Mr. Rreniman. Who thought this? 

Colonel Brown. Mr. Bailey. 

Mr. Corrrer. Was it his foreman’s practice to make these clearances? 

Colonel Brown. Communications normally come from Mr. Bailey. 

Mr. Correr. From Mr. Bailey himself? 

Colonel Brown. Yes. It was signed by the Bailey Engineering 
Co. 

Mr. Correr. Do you know who the foreman is in this case? 

Colonel Brown. No,sir. I don’t know. 

Mr. Correr. Did you talk to the foreman ? 

Colonel Brown. No, sir. I did not. 

Mr. Correr. Didn’t it provoke you to talk to the foreman when 
Mr. Bailey gave you this story about his foreman handling it? 

Colonel Brown. I asked the contracting officer to do various things 
and some things he did are in the record. 

Mr. Correr. If they are in the record, will you tell us about them? 

Colonel Brown. I gather from reviewing the record that the con- 
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tracting officer discussed it with Mr. Bailey; and further, that the 
superintendent was no longer employed. 

Mr. Correr. What superintendent ? 

Colonel Brown. Mr. Bailey’s superintendent. 

Mr. Correr. You mean this foreman ? 

Colonel Brown. That is right. The foreman of the plant. 

Mr. Correr. Do oy know what the foreman’s name was? 

Colonel Brown. I do not. 

Mr. Correr. Do you know who can give us this information from 
your agency # Who could tell us? We had a discussion with you 
last evening at which I understood that you said you and your com- 
manding officer were going to bring everybody who knew this picture. 
Have you done that ? 

Colonel Brown. Now, you are speaking of the telephone conversa- 
tion we had yesterday morning? 

Mr. Correr. Yes. I am just wondering if there is anybody else here 
who can shed some light on that. 

Colonel Brown. I don’t believe so. 

Mr. Correr. How many people did you bring down from New 
York? 

Colonel Carow. They are all here. 

Mr. Correr. How many ? 

Colonel Carow. Five. 

Colonel Brown. To shed light on what? Who is the superin- 
tendent or foreman? 

Mr. Cotrer. No. We are talking about this deletion of a $4 item 
from the specifications in the production of this trunk. 

Colonel Brown. Yes, sir. 

Mr. Correr. And your people caught it at the plant. 

Colonel Brown. Yes. 

Mr. Correr. And you say you had an investigation and you con- 
sidered it. 

Colonel Brown. Yes. 

Mr. Corrrer. We would like to get some details on what you have 
done and where you stand on that, and whether you referred it to 
the Department of Justice, or whether you forgave Mr. Bailey for it, 
or what the circumstances were. 

Colonel Brown. I thought I had stated that we had a meeting of 
the agency with the chief of our agency, in which the personnel who 
made the test of the box as withdrawn from some of the depots—tests 
were run and the commanding officer stated inasmuch as the box meets 
the performance requirements of our specification he would accept the 
boxes, but that he would direct that a cost-analysis inspector from our 
Price Analysis Branch visit Mr. Bailey’s plant to look at the costs of 
his contract to see what savings had actually been made. 

Mr. Correr. But, Colonel Brown, is it fair to the other contractors 
who bid on these specifications that the man who gets the award can 
change the specifications and make a $10 box without letting you know 
what he is aan: and if you make a test and it passes one of your 
tests, then you forgive him for all of the changes he might make in it 
to cheapen the box? Is that your only gage of a violation of a contract 
term which might involve fraud against the Government? 

Colonel Brown. You have asked 2 or 3 questions there together. 
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Mr. Correr. Yes; I have. Do you want to take them one by one? 
Colonel Brown. Well, we will start first with the suspicion of fraud. 
Mr. Correr. Yes. 

Colonel Brown. I have said that the decision whether or not to 
process a case at our higher headquarters did not rest with me. I 
merely made the——— 

Mr. Correr. Whom does it rest with? 

Colonel Brown. It rested with the chief of our agency. 

Mr. Correr. And you were not concerned with what they did? 

Colonel Brown. I didn’t say that. 

Mr. Correr. I am asking you. Were you concerned with what they 
did? Did you make any recommendation? You had first-hand 
knowledge. 

Colonel Brown. I was not present at the meeting when the decision 
was reached. 

Mr. Rreniman. That is besides the point. Did you make any rec- 
ommendations yourself ? 

Colonel Brown. To do or not to do? 

Mr. Rreniman. Yes. 

Colonel Brown. I did not. 

Mr. Rrentman. You simply passed it on and made no recommen- 
dation? Is that the policy within your Department when you find 
people who are not living up to their contracts, that you just pass 
them by entirely and make no recommendations ? 

Colonel Brown. No, sir. I pass it to the Chief of my Purchase 
Division. 

Mr. Rreutman. Do you never make a recommendation ? 

Colonel Brown. Certainly I make recommendations. 

Mr. Rreutman. But you made none in this case. That is what we 
are getting at. 

Colonel Brown. I made no recommendation. 

Mr. Rreutman. No,sir. You simply blinked your eyes and let it go. 

Colonel Brown. I let it go to the commanding officer. 

Mr. Rrentman. That is all on the record. 

Mr. Correr. Do you wish to adjourn for lunch? 

Mr. Rreutman. I think we will. 

Mr. Ixarp. There were other deviations from the specifications 
other than the foil, were there not ? 

Colonel Brown. Yes. 

Mr. Ikarp. For instance, the use of staples rather than this 

Mr. Rieuiman. You are a taxpayer; are you not? 

Colonel Brown. Yes. 

Mr. Rrentman. How did you feel about this situation when you 
found out this company was actually taking $4 of material out of that 
box and substituting something else and you knew you had to pay 
the expenses? Would you blink your eyes at everything that came 
along in that respect in approving contracts or not make a recommen- 
dation? Let us not have a flowery answer. I want either yes or no. 

Colonel Brown. I don’t know. 

Mr. Rreuntman. We get a little bit het up about this thing when we 
see some of you fellows wearing uniforms doing this. You have to 
pay these things like we do as taxpayers. 

Colonel Brown. Mr. Chairman 
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Mr. Rirwtman. Let me ask you a question again. Were you dis- 
turbed as a taxpayer when you found out this situation as a tax- 
payer? 

Colonel Brown. Yes, sir. 

Mr. Rientman. What did you do about it ? 

Colonel Brown. I presented the facts to my chief. 

Mr. Rien~man. But you never made a recommendation ? 

Colonel Brown, I was never asked for a recommendation. 

Mr. RieHLMaAn. Justa minute. That does not follow out what I am 
asking you. If you were disturbed would you normally make a 
recommendation or not, or just pass it by ? 

Colonel Brown. I did not make a recommendation regarding the 
discrepancies. 

Mr. Riewiman. Allright. That isenough. There is no use belabor- 
ing the point any further. In other words, you just didn’t care too 
much about it for the additional expenditure ? 

Colonel Brown. I would have te—— 

Mr. Ikarp. Mr. Chairman, may I proceed for just a minute here? 
There were other deviations from the specifications besides the leaving 
out of the aluminum foil packs. Is that correct? Or envelopes, as 
you might call them? For instance, the use of brads rather than nail 
locks. Do you have any idea of what that represents money wise ? 

Colonel Brown. The contracting officer in this case received the 
suggested changes to the specifications which occurred during produc- 
tion, and forwarded it to our Material Standards Division and the 
Engineering Development Division and made his recommendations, 

Mr. IKarp. What were the recommendations? 

Colonel Brown. The recommendations were—I will have to give it 
approximately, because I don’t have it exactly. 

Mr. Ikarp. That is all right. 

Colonel Brown. The box as proposed was equal] to the item specified 
and could be considered. 

Mr. Ixarp. In other words, the use of brads was just as good as the 
nail locks? 

Colonel Brown. Yes, sir. 

Mr. Ixarp. How about the rubber that was used and the fact, as was 
mentioned here earlier, that it was a grade inferior to that called for? 

Colonel Brown. I am not a technical person and I couldn’t state on 
that. 

Mr. Ikarp. It is true, is it not, that the rubber seal on the box is not 
of the quality that is provided for in the specifications? 

Colonel Brown. I would have to have an engineer answer that. 

Mr. Ixarp. Are there any of them here who can answer it? 

Mr. Riruiman. If there is an engineer here will you identify your- 
self and see if you can answer that question ? 

Is there anyone here from the engineering department ? 


FURTHER TESTIMONY OF JOHN R. BEALL, TECHNOLOGIST, LABORA- 
TORY BRANCH, MATERIAL STANDARDS DIVISION, ARMED SERV- 
ICES MEDICAL PROCUREMENT AGENCY 


Mr. Beaty. I will see what I can do. In these boxes sitting here it 
was pointed out that some of the rubber in the boxes was what would 
be known as sponge rather than monocellular, 
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Mr. Ikarp. Yes. And the sponge is cheaper than the monocellular ? 

Mr. Brau. It was so stated. I do not know the difference in price 
personally. 

Mr. Ixarp. What other deviations did you find or were apparent 
bet ween the specifications and the production model ? 

Colonel Brown. Did we find, or was requested, or suggested ¢ 

Mr. Ikarp. I mean, what were the variations between the box that 
was produced and the specifications, besides those which we have 
enumerated here, such as the use of brads and the different rubber ? 

Colonel Brown. I would prefer that the engineer go over these, 
who is technically qualified. 

Mr. Ixarp. All right. Is one of these gentlemen technically 
qualified ¢ 

How about the hardware? Didn’t the specifications require gal- 
vanized or zinc-coated hardware and the galvanized hardware was 
to withstand a 24-hour minimum salt-spray test 

Mr. Rreuiman. In view of the fact that it is probably going to 
take a few minutes to get the information Mr. Ikard asked for, we will 
adjourn until 2:30, at which time we are going to have some repre- 
sentatives from the Bureau of Standards here to testify, and Mr. 
Bailey and Mr. Pile, and Mr. Gaddis, and some others from the 
General Accounting Office. So we will stand in recess until 2:30. 

Mr. Ixarp. May I make one request before we adjourn? When 
we do reconvene, I would like to find out what the variances and dif- 
ferences were from the box that was actually produced and the one 
that was described in the specifications. Also, about what, if any- 
body can estimate it for me, the difference in cost or the cheapening 
of the box was on account of those differences. 

I tell you so that you gentlemen might be able to get it up for me. 

(Whereupon, at 1:40 p. m. the subcommittee adjourned until 2:30 
p.m. of the same day.) 

AFTERNOON SESSION 


(The subcommittee reconvened at 2:30 p. m.) 


FURTHER TESTIMONY OF LT. COL. MAX H. BROWN, ARMED SERV- 
ICES MEDICAL PROCUREMENT AGENCY, NEW YORK CITY; ACCOM- 
PANIED BY COL. THEODORE M. CAROW, COMMANDING OFFICER, 
ST. LOUIS MEDICAL DEPOT 


Mr. Porr. The subcommittee will come to order. 

The counsel wants to direct some inquiries to Colonel Brown. 

Mr. Correr. Colonel, do you recall the conversation I had with you 
and Colonel Currie also yesterday morning ¢ 

Colonel Brown. Yes, sir. 

Mr. Correr. In which you indicated you would get all of the neces- 
sary records, and so forth, and have them here today ? 

Colonel Brown. Yes, sir. 

Mr. Correr. Pursuant to that, did you bring a memorandum that 
Colonel Currie wrote covering the meeting or the decision with 
respect to what to do about this deviation from the “specs” by Bailey 
in leaving out this vapor barrier bag? 

Colonel Brown. Yes, sir. 
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Mr. Cotter, we have in the file here a memorandum for the record 
dated June 5, 1953. The original was signed by Colonel Currie, chief 
of the agency. 

Mr. Correr. Do you have a copy of that, Colonel Brown ? 

Colonel Brown. In these notes here. 

Mr. Correr. I think that Colonel Currie told the GAO representa- 
tives when they asked for a copy of that yesterday that it was being 
reproduced to bring down there today, and I assumed you had copies 
of it you might introduce in the record. 

Colonel Brown. I nave no additional copies of this, Mr. Cotter. 

Mr. Dow. We will let you use this copy for the record. 

Mr. Corrrr. How long is that memorandum ? 

Colonel Brown. That is two pages and a third. 

Mr. Correr. That deals with the deviation which the Bailey Corp. 
made in the production of this box without the knowledge of the 
Armed Services Medical Procurement Agency? 

Colonel Carow. It covers it in general terms. 

Mr. Correr. Would you read it into the record, Colonel Carow ? 


Colonel Carow. Yes. 
This is dated June 5, 1953. 


ExHIsit 6 
MEMORANDUM FOR THE RECORD 


Subject: Bailey Engineering Corp., Inc. 

1. As a result of a routine plant visit incident to the administration of 
contract No, 30-287—md-18435, personnel of the Purchases and Material Stand- 
ards Division of this Agency ascertained that subject contractor had deviated 
from specifications by omitting to insert a moisture-proof barrier bag as a 
component of the container, blood shipping, type 1, M—1, substituting therefor, an 
asphalt-latex spray insulation material. Pending investigation, further pro- 
duction was suspended, and an inventory of finished and in-process work was 
requested of the AINSMAT, Passaic, N. J., in order to verify the contractor's 
report of approximately 2,200 completed containers on hand. The AINSMAT 
discovered that the company actually was in possession of only 90 completed 
units, and additionally had not accomplished shipments No. 65 and No. 66 to the 
United States Naval Supply Depot, Mechanicsburg, Pa., although the Govern- 
ment had been invoiced for this and payment had been made. 

2. In review of the serious nature of the contractual derelictions reflected 
ubove, I directed that a sampling of the completed stock on hand be withdrawn 
and subjected to comprehensive and careful tests by Engineering Development 
Division for the purpose of assuring that the modified containers conformed 
to the performance requirements of the specification as alleged by the contractor. 
Concurrently, the Agency inspector general was instructed to investigate the 
circumstances of the contractor’s failure to deliver shipments Nos. 65 and 66, 
with particular reference to the existence of grounds for report of suspected 
fraud. 

3. Mr. Pile, Engineering Development Division, assisted by laboratory per- 
sonnel has completed the tests referred to in paragraph 2, above. In a con- 
ference of Agency personnel including Purchases and Material Standards 
Division, Engineering Development Division and this office, it was demonstrated 
that the asphalt-latex spray was superior to the specification bag as a moisture 
vapor barrier inasmuch as the slightest tear or pinhole in the bag would result 
in a loss in the moisture and vapor-proof efficiency of the box. It was therefore 
concluded that the blood-shipping container fabricated by subject company is 
essentially the structural and performance equivalent of that described by the 
specification and that the latex-asphalt vapor barrier is superior to the laminated 
bag. 

I have also estublished that the contracter informally discussed the deletion 
of the moisture-proof bag with Mr. Ballantine Smith, Agency packaging engineer, 
immediately subsequent to the award of the contract, and that this discussion 
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could have been construed by the former as authority to effect such deletion, 
although it was not so intended. The development of both of the foregoing 
factors was accomplished in conference attended by myself and key technical and 
administrative personnel of the Purchases, Material Standards Division and 
Engineering Development Division. 

4. Finally, the Agency inspector general has this date completed his investiga- 
tion by inspecting the plant facilities of subject contractor and taking testimony 
from the shop foreman. In accordance with my instructions he reported tele- 
phonically at 1615 hours that his review of all evidence examined and testimony 
given resulted in the following: 

(a) That the AINSMAT failed to properly accomplish source inspection. 

(b) That the contractor exercised virtually no production control, and appar- 
ently never knew the exact number of units fabricated. 

(c) That the construction and layout of the manufacturing area were excel- 
lent in contrast to the confused and inadequate condition of the combined receiv- 
ing, shipping, and storage area which contribute to the errors in shipping count. 

(d) That the circumstances reflected above, complicated by the AINSMAT’s 
continued acceptance of approximate counts without verification by physical in- 
ventory, led to eventual compounding of the deficit contained in the two ship- 
ments investigated. 

(e) That the submission of invoices for payments represented the contractor's 
normal business practice, in anticipation of actually effecting shipment upon 
economical availability of transportation and predicated upon the AINSMAT’s 
implied assurance that he had sufficient stock on hand. 

5. In consideration of the facts outlined in paragraphs 3 and 4 above, I have 
decided that the derelictions of the contractor were due primarily to poor busi- 
ness practices and a lack of appreciation of his contractual responsibilities, rather 
than to any deliberate intention on his part to defraud the Government. 

Further, I have concluded that the inadequate inspection techniques applied 
by the INSMAT contributed to the complication of this condition. Accordingly, 
I have instructed the contracting officer to authorize resumption of production 
by subject company, to be accompanied by a careful analysis of the contractor’s 
costs, with a view to effecting a maximum reduction of the contract price, 
consistent with the best interest of the Government and the preservation of the 
contractor’s legal equity. It is also my intention to have the contractor notified 
that his concepts of accepted business practices and production control are not 
concurred in by this Ageney, and that subsequent failure to improve his operation 
from these standpoints will adversely influence his retention as a qualified bidder 
for Medical Service contracts. 

Specifications in existing contracts with other producers will be modified, when 
present bags are used, to provide for latex asphalt barrier. 

Howarp F. Currie, 
Colonel, USAF (MC), Chief of Agency. 

I am reading from a certified true copy, certified by M. Kramer, 
lieutenant, Medical Service Corps, United States Navy, July 29, 
1953. 

Mr. Correr. Do you also have a copy of the Inspector General 
representative's report of the investigation of the boxes that had been 
paid for which had not been delivered ? 

Colonel Carow. I do not have here the Inspector General’s report 
on that. 

Mr. Correr. Colonel Brown, do you have that? 

Colonel Brown. It is not among our notes. No, sir. 

Mr. Correr, Was it not agreed you were going to bring those 
today ? 

Colonel Brown. I don’t believe that was mentioned in the tele- 
phone conversation we had. I don’t recall it. 

Mr. Correr. Did we not diseuss this very point, that you would have 
everything and all witnesses in regard to it here? 

Colonel Brown. The telephone conversation was that the Chief of 
Agency would send down 

J : 
Mr. Correr. Are you sure no one has it here? 
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Colonel Brown. I would like hurriedly to glance through my tabu- 
lation ae before I make that positive statement. 

Mr. Correr. The GAO representatives tell us that the Inspector 
General representatives told them there were four copies of that 
report with the four brochures that were to come here. Do you have 
four brochures containing that information ? 

Colonel Brown. They only submitted two. They only brought two 
copies of this. 

Mr. Corrrr. Is the Inspector General’s report I have just referred 
to in there? 

Colonel Brown. There is an Inspector General’s report in here, but 
it is not the one you are referring to. 

Colonel Carow. It refers to an inspection of the Texas Trunk Co. 
and not to the Bailey Co. 

Colonel Brown. A routine Army Inspector General’s report on the 
facilities of the contract with the Texas Trunk Co., and it does not 
involve the one under discussion. 

Mr. Correr. May we have that and may we introduce that in the 
record, Mr. Chairman ? 

Mr. Porr. Without objection. 

Mr. Correr. And will you furnish forthwith a copy of the Inspector 
General’s report in this case for en in the record at this point ¢ 

(The documents referred to follow: 

(Army Inspector General's reports on Texas Trunk Co. and Bailey 
Engineering Co., could not be furnished for public printing because 
of their classified n: iture. ) 

Mr. Correr. You testified before lunch, I think, Colonel Brown, that 
you didn’t know the contents of that report. Is that right? 

Colonel Brown. That is correct. I have not read that report. 

Mr. Correr. Didn't you discuss that report in some detail with the 
GAO representatives’ investigators yesterday ? 

Colonel Brown. I didnot. No, sir. 

Mr. Correr. Colonel Brown, I think that that memorandum of 
Colonel Currie’s stated that the discovery of this dereliction, as it was 
characterized, on the part of the contractor, occurred as a result of a 
routine inspection of that plant. Is that correct ? 

Colonel Brown. That is correct. 

Mr. Correr. When was that inspection made? 

Colonel Brown. That is the routine field plant inspection I referred 
to previously. 

Mr. Correr. Yes. 

Colonel Brown. And of which I did not have the date. 

Mr. Correr. Approximately when ¢ 

Colonel Brown. April or May. Somewhere in there. 

Mr. Correr. It was the latter part of April, was it not? 

Colonel Brown. I do not have the date. 

Mr. Correr. Do you recall that you received an inquiry on this case 
at about that time or just prior to the time you made this inspection, 
where this committee had made inquiry through the Legislative 
Liaison Office about the case, and you prepared a memorandum which 
you sent back to Washington ? 

Colonel Brown. Yes, sir. 

Mr. Correr. Is that why the inspection was made of this plant, 
rather than a routine matter? 
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Colonel Brown. No, sir. It was a routine plant inspection. 

Mr. Correr. Do you also have in your file a memorandum dated 
April 10, which relates to a telephone conversation which was had 
with Robert Hollinger, which was signed by J. B. Ketcham, captain, 
United States Army Air Forces contracting officer? Do you recall a 
conversation on or about April 10, Colonel Brown, where Captain 
Ketcham talked to Mr. Hollinger by phone and you listened in? 

Colonel Brown. Yes, sir. I recall that. 

Mr. Correr. You listened in without the knowledge of the other 


party on the line? 

Colonel Brown. I was not aware that the other party did not know 
I was listening in. 

Mr. Correr. Have you seen this copy of the memorandum dated 
April 10, 1953, the last paragraph, paragraph 5 on page 2 of which 
reads: 

In the opinion of the undersigned, Mr. Hollinger was merely fishing for infor- 
mation, which he intended to utilize to stir up further trouble for the Agency 
on these two procurements. It is to be recalled that on previous occasions Mr. 
Hollinger had made similar calls not only direct to the Agency but through 
various military and civilian contacts of his in Washington, in attempts to obtain 
this information. The timing of this telephone call so closely coincides with 
recent congressional inquiry on the entire matter of blood boxes, that it appears 
that Mr. Hollinger is obtaining information on Agency business direct from his 
Congressman. This, however, is merely the opinion of the undersigned and may 
not be substantiated. 


Colonel Brown. Yes. I remember that memorandum. 

Mr. Corrrer. Was it the result of the interest this subcommittee 
had shown in the purchases that you did make this inspection in which 
you talked of the fact that the contractor was leaving something out 
of the box? 

Colonel Brown. I don’t recall attaching any significance to any 
documents or calls, or things that went on here. 

Mr. Correr. Mr. Chairman, may this full report be introduced in 
the record at this point ? 

Mr. Porr. Without objection, it is so ordered. 

(The document referred to is as follows:) 


EXHIBIT 7 
APRIL 10, 1953. 
MEMORANDUM FOR THE RECORD 


Subject: Telephone conversation with Robert Hollinger, re: blood shipping 
container. 

1. Mr. Hollinger called the undersigned this date. Colonel Brown listened 
in to the telephone conversation, without the knowledge of Mr. Hollinger. 

2. Mr. Hollinger advised that he was calling in relation to the blood shipping 
container, and stated that he had heard a rumor in Washington that the Texas 
Trunk Co., holder of a military contract for this item, was not going to perform 
on their contract. Mr. Hollinger requested verification of this rumor. The 
undersigned advised Mr. Holiinger that it would not be within the scope of regu- 
lations to discuss such a matter concerning a contractor, with a noncontractor. 
Further, the undersigned advised that he had not heard any preliminary reports 
to indicate that such a rumor was reliable. 

8. Mr. Hollinger then asked the undersigned whether both Texas Trunk Co. 
and Bailey Engineering Co. were producing their contracts on schedule. The 
undersigned advised that this was restricted information and could not be given 
out over the phone. Unofficially, however, the answer was yes. 

4. Mr. Hollinger requested comments from the undersigned as to whether there 
was a new specification currently in use for the blood shipping container. His 
reason for making this request was based on the fact that he had seen some blood- 
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shipping containers which had been manufactured by Bailey. He had seen 
these blood-shipping containers through the good offices of the FCDA. Mr. Hol- 
linger stated that he felt that the blood-shipping containers constructed by 
Bailey were not satisfactory. He felt that the Agency was allowing Bailey 
a number of deviations from his contract which were not fair to the unsuccessful 
bidders in the procurements concerned, and that these deviations in specifica- 
tions were of such a nature as to reduce costs. Mr. Hollinger wanted to know 
the justification for these deviations, and why the undersigned had authorized 
them. Mr. Hollinger was advised that these also were matters that could not 
be discussed over the phone. Mr. Hollinger was also advised to call at this 
Agency and to discuss these matters with Colonel Currie at his earliest con- 
venience, inasmuch as many of the questions Mr. Hollinger had asked were not 
within the jurisdiction of the contracting officer and were considered to be of 
a confidential nature. It would be acting contrary to the best interest of the 
Government and the contractors concerned should information be released as 
requested by Mr. Hollinger 

5. In the opinion of the undersigned, Mr. Hollinger was merely fishing for 
information, which he intended to utilize to stir up further trouble for the 
Agency on these two procurements. It is to be recalled that on previous occa- 
sions Mr. Hollinger had made similar calls not only direct to the Agency but 
through various military and civilian contacts of his in Washington, in attempts 
to obtain this information. The timing of this telephone call so closely coincides 
with recent congressional inquiry on the entire matter of blood boxes that it 
appears that Mr. Hollinger is obtaining information on Agency business direct 
from his Congressman. This, however, is merely the opinion of the undersigned 
and may not be substantiated. 

J. B. Kerouam, 
Captain, USAF (MSC), Contracting Officer. 
Certified to be a true copy: 
M. KRAMER, 
Lieutenant, MSC, USNR, ASMPA, 


Mr. Correr. Colonel Carow, from the tenor of the memorandum of 
Colonel Currie’s—what date was that ? 

Colonel Carow. That was June 5. 

Mr. Correr. It appears that the contractor was forgiven any at- 
tempt to, or was considered that there was no attempt to defr aud by 
lee aving out this barrier. It goes on to say that they understood that 
he had talked to somebody at the Agency, and from that he had con- 
strued he could make the change ? 

Colonel Carow. Yes. 

Mr. Correr. Isn’t that correct ? 

Colonel Carow. That is right. 

Mr. Correr. Mr. Bailey knew that he had to have written changes 
of any deviation from specifications, did he not ? 

Colonel Carow. It is firmly in every contract. It is required. 

Mr. Corrrer. Hadn’t he obtained several specification changes on 
much more minor matters than this one, in this particular production ? 

Colonel Carow. I gather from the records here that I have, and I 
refresh my memory from it, that there apparently had been no modi- 
fications on this particular contract, except on the question of perform- 
ance, 

Mr. Correr. How is it possible then for the Agency there to forgive 
him for this type of thing on the basis that by some oral conversation 
with somebody hee onstrued he could change the specifications ? 

Colonel Carow. I don’t think they did forgive him on it. They 
warned him that this would be oomiinand by the Agency in consider- 
ing his retention asa qualified contractor in the future. 

Mr. Correr. Is Mr. Smith here, the man to whom he is supposed to 
have talked ? 

Colonel Carow. No; he is not here. 
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Mr. Corrrer. Was he not coming down, Colonel Brown ? 

Colonel Brown. Colonel Currie is the one who directed the person- 
nel at this table to represent the Agency. 

Mr. Correr. We did have a conversation that if there was any ques- 
tion as to who said what and if there was anything to be refuted, they 
should be here so we could tie the responsibility down on this thing, 
did we not ¢ 

Colonel Brown. Yes, sir. 

Mr. Correr. Don’t you think Mr. Smith’s statements as to whether 
or not he had such a conversation or any conversation with Mr. Bailey 
might be very pertinent to this inquiry at this point / 

Colonel Brown. My observation might differ from the Chief of the 
Agency. 

Mr. Correr. You did not discuss it with him ¢ 

Colonel Brown. Who directed this attendance ? 

Mr. Correr. What is your observation ¢ 

Colonel Brown. Personal observation 4 

Mr. Correr. What is your thought onthe matter? Yes. 

Colonel Brown. That Mr. Smith should have attended. 

Mr. Correr. Do you feel that this matter should not have been re- 
ferred, if it was not, to any other department for further investi- 
gation or action ? 

Colonel Brown. I cannot give you the answer reflecting the Agency 
decision in the action in which it was taken. 

Mr. Correr. What is your personal reaction to the fact that these 
two matters, which are called derelictions, occurred ; that is, that there 
was a departure from the specs by leaving out a $4 item, and when 
you checked up on that and stopped procurement you found that you 
had paid for between four and five hundred boxes which had not been 
delivered or made, as yet? 

Colonel Brown. My opinion now or at the time the decision was 
made ¢ 

Mr. Corrrer. Well, both, if you would like to make a distinction. 

Colonel Brown. I would like to go back to the previous time you 
asked me this question, or the chairman asked me the question, which 
was, did I recommend and state that the contracting officer and myself 
discussed with the Chief of the Purchase Division this situation that 
existed’ It was decided to acquaint the Chief of the Agency with 
this problem. I was not present at the discussion with the Chief of 
the Agency when the decision was made. 

Mr. Correr. You have not answered my question. 

Colonel Brown. I wanted to clarify that. Now I can give you— 
might I ask the counsel a question? I am just a little hazy on this. 

Mr. Correr. I do not mind. 

Mr. Porr. Are you ready to answer ? 

Colonel Brown. Yes. 

You asked me for my opinion of that situation ? 

Mr. Covrer. Yes. 

Colonel Brown. It is my personal opinion that Mr. Bailey did not 
exercise good judgment ; did not follow good business practices in this 
situation wherein he left an important thing out, according to a con- 
versation reported by the contracting officer that his foreman or super- 
intendent had cleared this with the Agency. 
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Mr. Correr. But you also said it was customary in all correspond- 
ence on other minor matters that it had been cleared by Mr. Bailey in 
writing. 

Colonel Brown. Signed by Mr. Bailey. That was my statement. 
Yes, sir. 

Mr. Corrrr. So you accepted that explanation of his in good faith. 
Is that correct ¢ 

Mr. Porr. Colonel Brown, did the counsel when he talked to you 
on the telephone yesterday, or whenever it was, ask that you have Mr. 
Smith here ? 

Colonel Brown. Colonel Currie is the Chief of the Agency and I 
am the chief contracting officer. The call came to me and it was taken 
in Colonel Currie’s office, but I happened to be there at that time. 

Mr. Porr. But you talked with Mr. Cotter ¢ 

Colonel Brown. Colonel Currie and I both did. 

Mr. Porr. And did Mr. Cotter ask for Mr. Smith to be here today ? 

Colonel Brown. The advisability of Mr. Smith being here was dis- 
cussed with Colonel Currie. 

Mr. Porr. And also discussed with you. Did you enter into the 
conversation about Mr. Smith? 

Colonel Brown. I don’t recall. I don’t reeall. I heard the con- 
versation, but whether I entered into it I don’t know. I don’t know 
that I made any statements regarding Mr. Smith at that time. 

Mr. Porr. Did you or the other colonel make the decision ¢ 

Colonel Brown. The Chief of the Agency, Colonel Currie. 

Mr. Porr. Did you suggest to him Mr. Smith should be here? 

Colonel Brown. No, sir. 

Mr. Porr. Did you know before you came here today who would be 
here ¢ 

Colonel Brown. Yes, sir. 

Mr. Porr. And you knew Mr. Smith was not in the party / 

Colonel Brown. He was not present at the meeting. 

Mr. Porr. Did it occur to you to suggest to the Colonel that he 
should be in the party ¢ 

Colonel Brown. No; I did not. 

Mr. Porr. That is all. 

Mr. Ixarp. Colonel, just before we recessed for lunch I asked you 
about the variances from the specifications other than the foil seal. 

Colonel Brown. Yes, sir. 

Mr. Ixarp. Those items were reduced to writing, were they not ? 

Colonel Brown. Yes, sir. 

Mr. Ixarp. Would you mind, if you have it convenient there, read- 
ing for the sake of the record the other instances in which the produc- 
tion model of the box did not comply with the original specifications ? 
I have a copy here. With your permission I will read it, and for the 
sake of time, if there is any correction or anything to be added, speak 
right up. 

Colonel Brown. Yes, sir. 

Mr. Ikarp. I am reading from a memorandum 

Mr. Correr. A memorandum prepared by Colonel Brown. 

Mr. Ikarp. A memorandum prepared by Colonel Brown on April 
16, 1953, and I am reading from page 4, paragraph No. 6: 
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DEVIATIONS FROM SPECIFICATIONS 


(b) Bailey Engineering Co.: 

1. On October 2, 1952, before going into production Bailey submitted a letter 
to this Agency requesting permission to make certain modifications in the 
product. The changes applicable to both contracts held by the company were 
approved by the materials engineer responsible for this item. Before this step 
was taken an analysis was made of the cost of such changes as compared to the 
performance required. It was determined that by granting the contractor's 
request the construction and durability of the container was improved with the 
Government benefiting by getting more for the same money than was required 
by the specifications. 

2. The changes applicable to both contracts are listed below: 

Pars. 3.1.1. Plywood: The specifications did not specify the type of plywood 
to be used. Mr. Bailey was permitted to provide 10 cycle grade plywood which 
is superior to the allowable minimum. 

3.1.2.1 Vuleanized fiber: We added to the specification requirement “the 
specific gravity to be 1.20 to 1.30.” This is in excess of minimum value listed 
ASA Standard C—59.20—1949, 

And without reading them all in detail, there are variances with 
regard to the plastic-coated fiber and hardware and others. 

Mr. Chairman, I will ask that this be included in the record. 

Mr. Porr. It may be included. 

(The document referred to is as follows:) 


EXHIBIT 8 
APRIL 16, 1953. 
To: The Surgeon General, Department of the Army, Main Navy Building, Wash- 
ington 25,D.C. Attention: Chief, Procurement Coordination Branch Supply 
Division. 
Subject: Procurement of stock No. 4-186-120; container, shipping, insulated 
type 1, M-1. 
In accordance with a verbal request from your office, a memorandum for the 
record concerning the above referenced procurement is transmitted herewith. 
ALFRED W. EYER, 
Captain, Medical Corps, United States Navy, Deputy Chief of Agency. 


APRIL 16, 1953. 
MEMORANDUM FOR THE RECORD 


Subject : History of the procurement of stock No. 4-186—120; container, shipping, 
insulated type 1, M-1. 

1. This memorandum contains the history of procurement of the above refer- 
enced item by the Armed Services Medical Procurement Agency (ASMPA) with 
special attention being given to the procurement which is now outstanding. 

2. In order that this narrative may be made more comprehensive the discussion 
is divided into the categories listed below: 

(a) Changes in the purchase descriptions. 

(b) Past procurement. 

(c) Present procurement . 

(1) Award. 
(2) Deviations after award. 
(3) Present status. 

3. Changes in the purchase description : 

(a) This Agency procured a fiberboard container up to August 16, 1951, when 
it changed to a plywood box similar to that of the Red Cross. The last purchase 
description specifying the fiberboard container was purchase description (PD) 
No. 5 dated May 18, 1951. The change to the plywood trunk was made because 
the fiberboard had proven unsatisfactory in field use in that moisture could 
penetrate the material, and thus destroy its insulating properties. 

(b) The first PD which specified the new plywood construction was PD No. 6 
dated August 15, 1951. In addition to the new construction, it was specified 
that among other characteristics the product should have 3-inch Styrofoam 
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insulation, a monocellular rubber gasket, and a moisture vapor barrier to protect 
the insulation. 

(c) The next PD was No. 7, which made minor changes in 6. 

(d@) PD No. 8 specifically described the type of moisture vapor barrier to be 
provided, required 3 stay hinges instead of a stay bracket and that the coloring 
on the outside of the container be impregnated into the finish instead of painted 
on, 

4. Past procurement: From August 15, 1951, to date the subject item has been 
procured 7 times. The contracts were awarded to three contractors. Bailey 
Engineering Co., the Hollinger Corp., and Texas Trunk Co. Under the succes- 
sive purchase descriptions which have been used, the records of this Agency 
indicate the following purchases: 


Purchase description 6 date August 15, 1951: Times 
SORTIT TOOT OID 6 a nthe nn cen enes wisi omit ahea se ateeaeaeaas 0 
Hollinger Corp.__-.~--- Saaeseiieteite eicmiapisdlieidinkaeaidaaasalaeones demaacminaammal aaa 2 


OUI TOME GIU noe atin name om x . . iendidibs widens 0 
Purchase description 7 dated October 25, 1951: 
Bailey Engineering Co 


re ee : leer eee rs 0 
Hollinger Corp____---------- bisusieelbaeebaie dette Ltda ala thehe 1 
BORRA TOBA: CO aciininid-wdaincncs ilninsicsterts ken tvenls acheieie halla ale 0 

Purchase description 8 dated April 16, 1! OD2 ; 

Bailey Engineering Co____- — r “ . nbeiecgitidiniatmchininaa tai 3 
RE I ti hg iste tgicanns silnhincactthicinaantate Cassa etl esata 4 nti alata J 1 
RN Fe UE, Saati iesctelensaiiipncitb in eid wienictiuhin tate talared oie eeetihcicnscnkledaiaiiipteliilpiagiaen 1 


Purchase description 9 dated December 23, 1952: 
Not yet used in any procurement. 


5. Present procurement: There are two contracts upon which deliveries are 
due and one upon which delivery has been recently completed. Two of these 
contracts are held by Bailey Engineering Co., and the other by the Texas Trunk 
Co. All were awarded under PD No. 8 dated April 16, 1952. The office identi- 
fication numbers by which the Bailey contracts are identified are OLN-42687 and 
42688, both awarded as a result of the same invitation for bids 52-1857. The 
number of the Texas Trunk Co. contract is OLN-41740 and the invitation for bids 
from which it stems is 52-1776. 


(a) TEXAS TRUNK CO. 


(1) The first of these contracts to be awarded was 41740 to the Texas Trunk 
Co., dated June 12, 1952. The subject company was the low bidder on this pro- 
curement in which Bailey and Hollinger also participated. Before award, a 
preaward survey of the Texas Co.’s facilities was conducted and the financial re- 
sponsibility was checked. This company was found satisfactory in both re- 
gards. By second endorsement from the Office of the Assistant Chief of Staff, 
G—4, Department of the Army, dated May 19, 1952, this Agency was directed 
to set-aside of 3,700 units for distressed labor area procurements. Award on the 
remaining portion was made to Texas Trunk, The Hollinger Co. protested this 
award on the ground that no other company could make a container which would 
meet the specifications. They further claimed that if the product were made 
according to specifications, it would not maintain the desired temperatures. 

(2) A conference was held in this Agency with representatives of the Hollinger 
Corp. concerning their protest. The issues were narrowed to a question of 
whether the specification was adequate. Mr. Hollinger was assured that a 
careful study had been made of the specifications and it had been determined 
that they were adequate. 

(3) Diligent attempt to place the set-aside portion of this procurement with 
small business, failed since none of the firms contacted were able to meet the 
low bid of the Texas Co. The set-aside portion was, therefore, given to the 
Texas Co. by increasing the amount of the award previously made to that firm 
under a right reserved to the Government at the time of award. 


(0) BAILEY ENGINEERING CO. 


(1) Contracts OLN-42687 and 42688 were awarded to the Bailey Engineering 
Co. on June 28, 1952. Two contracts were awarded because one procurement 
was for FCDA and that administration requires a separate document be made. 
The bid submitted by this firm was not the low bid considering price alone. 
It was determined that it was the lowest responsive bid. The low bidder was 
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Zephyr Products Co. This bid was rejected because the firm submitting it did 
not qualify under the applicable procurement regulations since they were neither 
a manufacturer of the item nor a regular dealer for it. The second low bidder 
on the basis of price alone was the alternate bid of the Hollinger Corp. This 
bid did not offer to provide a specification item. It offered 2-inch Styrofoam 
instead of the 3-inch insulation which the specifications required. This bid was 
also rejected since it had been determined by responsible technical consultants 
that the needs of the Government could only be satisfied by the thicker insulation. 
The nonsuccessful bidders were notified that their bids were not accepted. The 
Hollinger Corp. and Zephyr Products Co. protested the award. These protests 
were answered by informing these firms of the reasons their bids were not 
acceptable. It might be noted that Hollinger Co. had supplied the 3-inch insula- 
tion without question on four previous procurements and on this procurement 
they bid on a specification item with 38-inch insulation but their price was much 
higher than the successful bidder. 
6. Deviations from specifications : 


A. TEXAS TRUNK CO. 


1. A preproduction sample was approved as submitted on December 16, 1952. 
However, upon examination of a production sample it was found that the cover 
stay hinges although they met specifications did not have sufficient strength to 
support the cover in an upright position when it was open. To aid the hinges 
in performing this task the contractor proposed that two lengths of chain be 
added to each unit. The chain attached to the body of the box and the top was 
to be of the proper length to hold the cover in an upright position when it was 
raised. Permission was given to the contractor to make such deviation at no 
additional cost to the Government. 


B. BAILEY ENGINEERING CO. 


(1) On October 2, 1952, before going into production Bailey submitted a letter 
to this Agency requesting permission to make certain modifications in the product. 
The changes applicable to both contracts held by the company were approved by 
the materials engineer responsible for this item. Before this step was taken 
an analysis was made of the cost of such changes as Compared to the performance 
required. It was determined that by granting the contractor's request the con- 
struction and durability of the container was improved with the Government 
benefiting by getting more for the same money than was required by the 
specifications. 

(2) The changes applicable to both contracts are listed below : 

Paragraph 3.1.1. Plywood: The specifications did not specify the type of 
plywood to be used. Mr. Bailey was permitted to provide 10-cycle grade plywood 
which is superior to the allowable minimum. 

Paragraph 3.1.2.1 Vulcanized fiber: We added to the specification require- 
ment “the specific gravity to be 1.20 to 1.30.” This is in excess of minimum value 
listed ASA Standard C-59.20—1949. 

Paragraph 3.1.2.2 Plastic-coated fiber: We added the requirement that the 
plastic-coated fiber shall be 0.040 inch of waterproof kraft solid fiberboard, 
finished on the outside with gray plastic waterproof finish. 

Paragraph 3.1.8. Hardware: We allowed for galvanized or zinc-coated hard- 
ware, The galvanized hardware will withstand a minimum of 24-hour salt spray 
test. The brass will only withstand a 12-hour spray test. 

Paragraph 3.15 Carbon steel wire: Specification required racks to be fabri- 
cated of zine coated 0.125 diameter steel wire which was not a standard gage. 
Instead we allowed the use of 11 gage (0.1205) uncoated wire which the manu- 
fucturer coated after fabrication of wire racks. This is considered a superior 
method, since all spot welds and wire ends are thus protected against corrosion. 

Paragraph 3.2.1.1 Body section: The requirement for the thickness of the 
vulcanized fiber are increased from 0.017 to 0.018 inch. In lieu of using tacks 
for the assembly of the box the contractor offered to supply box assembled with 
stitched zine-coated wires, double-clinched flush on the inside of the panels. In- 
formation available indicated permission to use stitching resulted in no savings 
to the contractor. 

Paragraph 3.2.1.2 Lid section: The insulation and plywood edges are to be 
completely faced with a sheet of solid waterproof kraft fiberboard in lieu of per- 
mitting exposure of the edges of the plywood as specified. 
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Paragraph 3.2. Hinges: The hinges are to be attached by the washer-backed 
rivets, two of which are to pass through both valance and plywood and the bal- 
ance shall pass through plywood, which was superior to specification require- 
ments. 

Paragraph 3.2.3 Latches: The bolts are to be attached by rivets and burrs 
in lieu of tacks. 

(3) The modifications listed above were incorporated in P. D. 9, the latest 
specification. 

7. Present status of procurement: 

A. TEXAS TRUNK CO. 

(1) The Texas Trunk Co. submitted a preproduction sample to the Agency 
on October 14, 1952; it was accepted on December 16, 1952. <A production sample 
was received on February 13, 1953, and conditionally accepted on March 9, 1953. 
The condition upon which acceptance was based was that the hinges be made 
more rigid. As noted in a previous paragraph, the contractor had agreed to fur- 
nish two lengths of chain to be attached to the cover and body. The latest device 
received April 8, 1952, is that they will produce 100 units per day and will make 
shipments of 500 units per week. The contractor has shipped or has ready for 
shipment 1,300 units. 

B. BAILEY ENGINEERING CO, 

(1) A preproduction sample was submitted by Bailey on December 5, 1952, 
and accepted on January 13, 1953. Shipments have been completed on OIN- 
42688. On contract OIN-—42687 (FCDA) a sample was submitted on January 27, 
1958, and accepted on February 13, 1953. To date over 9,000 units have been 
shipped. 

Max H. Brown, 
Lieutenant Colonel (MSO), Chief Contracting Officer. 


J. B. Keronam, 
Captain, United States Air Force (MSC), Contracting Officer. 

Mr. Correr. The changes include hardware, carbon steel wire, the 
body section, the lid section, hinges, and latches. 

According to this memorandum that is all of the variations from 
specifications. Is that correct, Colonel? I assume it is. Here is the 
document, if you would like to look at this. 

Colonel Brown. Yes. That is all. 

Mr. Ixarp. In these instances where there was a change from the 
specifications, there was a change reduced to writing and the approval 
given by the agency in writing? 

Colonel Brown. That is right. 

Mr. Ikarp. And that is your normal procedure? 

Colonel Brown. That is correct. 

Mr. Ixarp. In fact, that is the only procedure that you recognize? 

Colonel Brown. Yes, sir. 

Mr. Ikarp. And any verbal authority to change has no standing at 
all as far as the regulations of your agency are concerned? 

Colonel Brown. As far as contracts are concerned. 

Mr. Ixarp. That is right. Then the change with respect to the foil 
that has been referred to as many things here, such envelopes and 
seals, or whatever it might be, was the only substantial variance from 
the specifications in which the agency was not notified in writing of 
the change, and either approval or disapproval given in writing by the 
agency ? 

Colonel Brown. I believe that is the only major change, Yes, sir. 

Mr. Ixarp. That is all. 

Mr. Mirzer. Colonel, did I understand in your report that you 
found no evidence of fraud, but simply bad business practice ? 

Colonel Carow. I did not find that, sir. 
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Mr. Miter. Is that in the report? 

Colonel Carow. It is in the report. 

Mr. Miuuer. Is there anything in the report to substantiate that 
finding? In other words, is there something in that report to indi- 
cate that someone was contacted or conferred with ? 

Colonel Carow. Yes. Someone was contacted. 

Mr. Miuier. In the agency, that is, who admitted this oral ap- 
proval ¢ 

Colonel Carow. Yes. It was the result of the agency Inspector 
General’s survey of the Bailey plant. 

Mr. Miter. Is there anything in the report to satisfy me as to what 
was their basis for that? 

Colonel Carow. I don’t know whether it will satisfy you. I can 
only read from what was here. I had nothing to do with the prepara- 
tion. 

Mr. Miter. Does it say in the report as to who in the agency gave 
this oral approval? 

Colonel Carow. Approval for the—— 

Mr. Miter. For the variance. 

Colonel Carow. For the variance in the vapor bag? 

Mr. Mruuer. For the variance on the foil, or whatever we call it. 

Colonel Carow. Oh, the only thing it refers to in here is a discus- 
sion that Mr. Bailey had with Mr. Smith in reference to this matter. 

Mr. Miter. Does the report indicate that there was a finding that 
that conversation did take place, and that Mr. Smith did give such 
a verbal authorization or approval? That is my question. 

Colonel Carow. No. There is nothing to indicate that. 

Mr. Ikaxp. Will the gentleman yield ? 

Mr. Mitxrr. Yes. 

Mr. Ixaxp. What is the scope of Smith’s authority ? 

Colonel Carow. Mr. Smith is a packaging expert who provides 
specification details on packaging matters. 

Mr. Ixarp. Is he authorized and would he be authorized to give his 
consent without consulting anyone else ? 

Colonel Carow. No, sir. 

Mr. Ixarp. Of a material variance in the specifications of this box? 

Colonel Carow. No, sir. 

Mr. Mitter. But even beyond that, there is not any concrete evi- 
dence before this committee that Smith does admit himself that he 
cave such oral consent, is there ? 

Colenel Carow. There is nothing here—— 

Mr. Mriuirr. It seems to me Smith is the whole crux of this thing. 
If Smith were here and testified he never had such a conversation, 
that is. He was a packaging officer and not a contracting officer, and 
had no authority. Then it would seem to me there would be no basis 
for finding of bad business practice, but it would seem to me to be an 
open and shut case of fraud on the part of Bailey. I mean, if you 
deliver an item under the specifications with a $4 variance on several 
items with no consent from anyone to do it, then a finding of bad 
business practice is not only more than charitable, but it is downright 
stupidity, it would seem to me. 

Colonel Carow. I can only read from the record. It says: 


This discussion could have been construed by the former as authority to effect 
such deletion, although it was not so intended. 





. 
. 


a 


1 





INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 73 


I might add parenthetically that this problem is not a new problem. 
It isan old one. We, many times, have many of our contractors come 
in and talk with specifications people. They have ideas in their mind 
as to what they can do to improve the product, and so on. This thing 
has occurred before where a contractor in a discussion of a matter 
with a specifications engineer has gone away with the opinion—and it 
is an assumption on his part, we firmly believe—that because the speci- 
fications engineer said, “Yes; that would be a good idea,” that he has 
the idea he can proceed along that line. 

His contract is very clear and the fact that he cannot proceed along 
that line without written authority and approval is stated. 

Mr. Mittrr. But that would not even prevail in this case, would it, 
because this fellow is not even a specifications expert. He is a pack 
aging man. 

Colonel Carow. He writes specifications on packages. 

Mr. Miter. For an item like this particular item ? 

Colonel Carow. It might fall in his scope because he is concerned 
with the writing of specifications for moisture proofing material for 
shipment overseas and for writing specifications on items that require 
moisture proofing for long-term storage, such as surgical instruments. 
He is concerned with that type of specification and would be expected 
to have expert knowledge on that. 

Mr. Correr. It is most unfortunate Mr. Smith is not here, when I 
specifically in the conversation said that if there is going to be any 
question as to who said what, I am sure they should be here, and I 
specifically mentioned Mr. Smith’s name. 

Colonel Carow, you were in St. Louis when this happened and don’t 
know a thing about this. Colonel Brown, who was there, seems to 
have difficulty telling us what did take place. 

Colonel Carow. I can only relate the conversation that I heard last 
evening, that Mr. Smith was questioned about it, and admits talking 
with—this is what I have heard—he admitted talking with Mr. Bailey 
on this subject, but as near as I can determine from the conversation 
no authority had been given by Mr. Smith to Mr. Bailey to proceed. 
This is hearsay. 

Mr. Correr. And the Inspector General’s report only covered the 
subject of the payment for four or five hundred boxes that had not 
been delivered. It did not go into this alleged deviation from the 
specs at all. 

There was no investigation of that, was there? 

Colonel Brown. I am not aware of that. 

Mr. Correr. Haven’t you seen the Inspector General’s report ? 

Colonel Brown. I have not seen his report. 

Mr. Correr. Then you are in no position to deny that is the case? 

Colonel Brown. Nor to say that is the case. 

Mr. Correr. I hate to jump around here, but the General Account- 
ing Office representatives, who have seen the Inspector General’s 
report, are here. 

Mr. Wolfe, was not the Inspector General’s report confined to the 
payment for boxes that had not been delivered ¢ 

Mr. Wore. That is right. Yes, sir. 

Mr. IKxarp. Then there has been no investigation of his failure to 
comply with specifications. 
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Mr. Mitier. That is why I can’t see how they arrived at the con- 
clusion in the findings in the report. a 

Mr. Ikarp. He writes a report before an investigation. 

Mr. Porr. Are there any other questions of Colonel Brown? 

( No response. ) 

Mr. Porr. The next witness will be Mr. William Murdock of the 
Office of the Inspector of Navy Materiel. 

Mr. Murdock, will you take a seat opposite the reporter, please ¢ 

Mr. Murdock, you were sworn this morning, were you not ? 


TESTIMONY OF WILLIAM MURDOCK, INSPECTOR, OFFICE OF THE 
INSPECTOR OF NAVY MATERIEL, PASSAIC, N. J. 


Mr. Murpock. Yes, sir. 

Mr. Correr. Mr. Murdock, what is your title 

Mr. Mvurpock. I am a field inspector. 

Mr. Correr. Working out of where? 

Mr. Murpock. Out of the Passaic office. 

Mr. Correr. Out of the Office of Material ? 

Mr. Murpock. Yes. 

Mr. Correr. Was it part of your duties to conduct inspections at the 
Ramsey, N. J., plant of the Bailey Corp. ? 

Mr. Murpock. Ona visiting basis. Yes, sir. 

Mr. Correr. You were not stationed at the plant / 

Mr. Murpock. No, sir. 

Mr. Correr. What were your duties with respect to this inspection / 

Mr. Murpocx. My duties with respect to it were to inspect the 
finished product. 

Mr. Correr. To inspect the finished product ? 

Mr. Murpocx. That is right. 

Mr. Correr. I notice that in your direction of the procedures for 
inspection you have here on page 4 specification A : 

If contract and order issued by the Armed Services Medical Procurement 
Agency includes a purchase description with reference to the applicable speci- 
fication not otherwise available it may be obtained on request through Armed 
Services Medical Procurement Agency Specification Branch, 81 Sands Street, 
Brooklyn 1, N. Y. 

Then underlined it says: 

Specifications shall not be waived in any case except by specific authorization 
by Armed Services Medical Procurement Agency. 

Mr. Murpock. That is right. 

Mr. Correr. Were you familiar with the fact that they were not 
putting a vapor seal envelope in this box as it was being constructed ? 

Mr. Murpock. I was not. I was not familiar with the fact because 
the product was finished when I saw it, and in order to find that vapor 
barrier I would have to destroy the box, so I took the samples and sent 
them to the laboratory for that purpose. 

Mr. Correr. You took samples of what ? 

Mr. Murpock. Of production. 

Mr, Correr. You took box samples ? 

Mr. Murpock. As was explained earlier this morning, the prepro- 
duction sample was sent by the man that had the plant before I did, 
and the production sample was sent by me to the lab. 
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Mr. Correr. Did the preproduction sample and production sample 
both contain these barriers ¢ 

Mr. Murvock. I do not know, because like I said before, for me to 
find out I would have to take the cover off the box. 

Mr. Correr. What did you accomplish by this inspection if you 
did not know it was not made according to the contract ? 

Mr. Murpock. I had a CD written up by my office which told me to 
check the sides, the inside of the box, if the wire racks were in and the 
aluminum sides of the box were in, that the rivets were not broken and 
a visual inspection of workmanship. 

Mr. Correr. You can almost tell by looking down besides the 
rubber whether or not this vapor barrier was in there—this aluminum 
foil barrier—couldn’t you ¢ 

Mr. Murpock. Not very readily, sir. 

Mr. Correr. Actually, Mr. Murdock, when you were at the plant 
didn’t you see these boxes i in various stages of construction 4 

Mr. Murpock. Yes, sir. 

Mr. Corrrr. Did you see them spraying asphalt on this insulation 

rather than putting a vapor barrier in‘ 

Mr. Murpock. Yes, sir. 

Mr. Correr. Weren't you supposed to have read the specifications 
prior to making your investigation ¢ 

Mr. Murpock. That I did not do. I worked off a CD that was 
given to me by my supervisor. 

Mr. Correr. What is a CD? 

Mr. Murpock. Critical defects and things to look for in a job. 
Being I had the workload at some other plant, it was only a couple 
of hours a week I could get there. 

Mr. Correr. When the representatives from the Armed Services 
Medical Procurement Agency caught this deletion from the box they 
stopped production ; did they not! 

Mr. Murvocx. That is right. 

Mr. Correr. Because they were not including this vapor barrier. 

Did you have a conversation with anybody with respect to why 
that was not in there? 

Mr. Murpock. No. It is not in my territory. I didn’t question 
anything. I work under supervision. 

Mr. Correr. Didn’t you have a conversation with the foreman over 
there with respect to these changes that they had made without 
notifying the Agency / 

Mr. Murpocx. I may have discussed it informally, but never 
officially. 

Mr. Correr. Informally or formally, let us have it. What was the 
discussion ¢ 

Mr. Mourpock. Regarding what? 

Mr. Correr. Regarding any conversations you had with the fore- 
man of the Bailey Co. as to why they changed the specifications to 
asphalt spray rather than this vapor barrier. 

Mr. Murpock. I questioned them and I got the same answer you 
have been hearing all morning. It was assumed the thing was all 
right to go ahead through conversations with our—— 

“Mr. Correr. What was the name of the foreman you talked to? 

Mr. Murpock. I call him Mae. Ali TI call him is Mac. That is as 


much time as I get there. 
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Mr. Correr. Did—— 

Mr. Murvock. The man’s name is McGurkin. I am sorry, I did 
not remember. 

Mr. Miiuer. I don’t blame you for not remembering that. 

Mr. Correr. Did he ever work as an inspector of naval material? 

Mr. Murpock. No, sir. Not this individual. 

Mr. Correr. Who was it at the plant that did formerly work there ? 

Mr. Murpock. The man that worked formerly for the Navy is a 
man by the name of Lynn Stafford. But at the time I visited the 
plant he was not at the plant. He was out on another job. I had 
no dealings with him. 

Mr. Correr. During the course of the time you were inspecting he 
was not working there? 

Mr. Mvurpocx. No, sir. He was not working for Bailey Engineer- 
ing, but somewhere else. 

Mr. Correr. Are you a good friend of Stafford ? 

Mr. Murpock. No,sir. I know the man from the few times I have 
seen him in the office; he has been in and out. 

Mr. Correr. Let us see if we get more detail as to what this fore- 
man Mac told you about why this change had been made, without 
getting it down in writing. Didn’t he tell you something about that? 

Mr. Murpock. No, sir. 

Mr. Corrrr. Didn’t he say he assumed Mr. Bailey had done it, 
and that Mr. Bailey assumed he had done it? You had no such 
conversation as that ? 

Mr. Murpock. Nothing like that. 

Mr. Correr. He never told anybody anything to that effect? 

Mr. Murpvock. No, sir. The situation was when this discrepancy 
was discovered I immediately reported it to my supervisor and they 
in turn came down to find the story as to what it was, and took it to 

ur commander’s office at the time, Commander Foley. It was at top 
level, and the bigger people there were talking, and I stood by and 
listened. 

Mr. Mitier. You mean somebody found the defect for the in- 
spectors ? 

Mr. Murpock. That is right. It was something that peppened. 

Mr. Correr. What was the reaction of the inspector’s office to it? 
Did they take any action on the basis of what had been going on? 

Mr. Murpock. The action that was taken was the contract was 
stopped. 

Mr. Correr. Did you determine how much this cheapened the box 
for the manufacturer by leaving this barrier out ? 

Mr. Murpock. Frankly, sir, I don’t feel I am qualified to know the 
difference between the price of what a barrier bag costs—— 

Mr. Correr. In other words, your office did not take any steps—— 

Mr. Murpock. No, sir. They didn’t figure that out. 

Mr. Tantitito. May I add something? 

Mr. Correr. Who are you, sir? 

Mr. Tantii1o. I am the Inspection Administrator in the New York 
district, and I believe I can contribute some information to develop 
the inspector’s function at that particular plant and the extent of 
his responsibility as far as not being able to observe the defects is 
concerned. 
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The nature of the preproduction sample, or the purpose of it, is to 
insure that the construction and latent characteristics of the unit of 
which this barrier bag is such a characteristic part—the purpose of 
that test is to determine whether that type of construction as outlined 
in the spec is in the unit. The inspector’s function is to send the 
required number of samples as outlined by Armed Services Medical 
Procurement Agency for the test. The inspection which Murdock 
accomplished at the plant was to insure that all observable charac- 
teristics of defects and dimension characteristics, and so forth, are 
not in the unit. 

Mr. Correr. Passing from that for a minute, Mr. Murdock, you 
were making some sort of a tally of these boxes as manufactured; 
were you not? 

Mr. Murpock. Yes, sir. 

Mr. Correr. Anc it was on the basis, or partially on the basis of the 
reports that you were making, and that the Bailey Corp. was being 
paid; is that correct ¢ 

Mr. Murpock. Yes, sir. 

Mr. Correr. You heard testimony here that when they stopped pro- 
duction and when they computed the number of boxes they had re- 
ceived they found that they had paid for four or five hundred more 
than were actually manufactured or had been produced for delivery. 
Do you recall that ? 

Mr. Murpock. Yes, sir. I was the one that counted them. 

Mr. Correr. What did you do? Make a miscount? 

Mr. Murpock. No,sir. The situation is one of a nature of this type. 
The facilities for shipping—when you take 1,200 boxes of this size 
and put them in any one given space, that takes up quite a bit of room, 
as you can realize. In order to expedite the time involved in an in- 
spection I would count tiers. You figure 5 high, or 7 high, or 10 high 
in a tier, and you get an actual count. On the basis of the number of 
boxes ready for shipment I would issue a release certifying that I 
have accepted so many after I have taken a sample according to the 
instructions from the military standurd of 105, which is in the 
contract. 

Mr. Correr. But you had only taken that once? 

Mr. Murpock. No, sir. On every shipment. 

Mr. Correr. You do? 

Mr. Murpvock. Every shipment that goes out is accompanied by a 
military standard 105 grouping. 

Mr. Correr. You take a sample? 

Mr. Murpvock. From my own visual inspection I do. Not a con- 
struction inspection, but a visual inspection. 

Mr. Correr. What do you do with the sample? 

Mr. Murvock. They are put in with it saying I accepted the order. 

Mr. Correr. In other words, you look at a bunch of them and ex- 
amine one and accept the rest? 

Mr. Murpvock. Not one. If it is 210 the military standard book 
calls for 10. I pick 10 at random, so that it would be a cross section 
of the inspection. I take those out. They are in cartons. I have the 
cartons opened up and have the boxes presented to me and inspect 
them for any defects. If an ice can, or rack, was missing, or the hinges 
are off, or a handle is broken, or there is a cracked box—all I could 
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physically inspect at the time within my means is the inspection I 
could perform. 

Mr. Correr. Did you find those conditions with some frequency ¢ 

Mr. Murvock. No, sir. That is one thing. From the very be- 
ginning, at the offshot of the contract, I asked this McGurkin to have 
an inspector on his own, which is the way the contract is written, to 
institute a preinspection of all his material. Therefore, if he inspects 
it I should find nothing, but in order to check his inspections I would 
take a spot-check on the group. 

Mr. Correr. You still have not accounted for the fact that you 
counted four or five hundred more than were actually there. 

Mr. Murnock. Like I say, I released the shipment, but I haven’t 
the time or authority to stay there and watch it loaded and shipped. 
I released the equipment and it is the contractor’s responsibility to 
ship it. 

Mr. Miuzer. As I understand it, some of these we paid for were 
never even made, were they, let alone not shipped ? 

Mr. Correr. That is right. 

Are you suggesting even after you inspected and released it for 
shipment that they would leave them there and you would count them 
the next time? 

Mr. Murvock. I don’t know. I can’t suggest it. I wish I had 
known. Itisas mucha mystery to me as it is to you. 

Mr. Correr. Was this payment of the Armed Services Medical Pro- 
curement Agency on these boxes dependent entirely on the report you 
made of the acceptance ? 

Mr. Murpock. To my understanding it is made on my report and 
on an invoice of the contractor. 

Mr. Correr. An invoice of the contractor? Did the trucking com- 
pany that was a subsidiary of this Bailey Co. and which handled the 
carting of the boxes from the plant—did their records form any basis 
for the payment of this? 

Mr. Murpock. I never inspected their records. I have no authority 
to. 

Mr. Correr. Mr. Tantillo. 


FURTHER TESTIMONY OF CHARLES J. TANTILLO, NAVAL INSPEC- 
TOR, INSPECTION ADMINISTRATION, NEW YORK INSPECTION 
DISTRICT 


Mr. 'Tanritzo. ‘The two documents which form the basis for the pay- 
ment are, one, the inspector’s DD-250, which certifies as to acceptance 
of the material; two, the contractor’s invoice, which has a certified 
statement to the effect that he has shipped and has not been previously 
paid for these items. 

Those two documents are usually necessary before payment. 

Mr. Correr. The contractor must certify that he has shipped? 

Mr. Tantitio. That is correct. And he sends that to the Armed 
Services Medical Procurement Agency. The DD-250 goes to the 
Armed Services Medical Procurement Agenc y by way of the inspector. 

Mr. Ixarp. Where do you get the number ? 

Mr. ‘l'antriuyo. It is usually verified by the inspector. 

Mr. Ixarp. In other words, if you had 100 in a particular shipment, 
which document would you get the 100 from ? 
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Mr. Tantruso. You would get it from the DD-250 and the contrac- 
tor’s invoice. He has to state the quantity shipped. 

Mr. Ikarp. Does the inspector put a number on his ? 

Mr. TantiL1o. Yes, sir. 

Mr. Ikarp. Does the manufacturer also have a number ? 

Mr. Tanritvo, That is right. 

Mr. Correr. Would your invoice and your inspector’s report ¢9in- 
cide? They would not at all times because many times he would ship 
more or less than the inspector counted that particular day. Isn’t 
that correct ¢ 

Mr. ‘Tantitio. No, sir. Generally they should agree, 

Mr. Miniter. He cannot ship them unless they are accepted by the 
inspector ? 

Mr. ‘lan rit1o, ‘That is correct, 

Mr. Miter. In other words, Bailey had no authority to put these 
in a shipment until they were accepted by the inspector. So if Bailey 
shipped all of those that were counted by the inspector they would have 
to tally on the invoice and the inspection number ? 

Mr. Tanti. Yes. 

Mr. Correr. As a practical matter, I was thinking of a situation 
where 10 boxcars might pull in and take out 1,000 of these, and he 
had just inspected 2,500 and there was not going to be another con- 
sigument of boxcars there for a month and the contractor wanted to 
get his pay. He would send the inspection report along with his in- 
voices for 1,000, wouldn’t he? 

Mr. 'Tantityvo. For 1,000 and not 2,500. 

Mr. Correr. But he would supplement it. 

Mr. Tantit10o. When he ships the other 1,500. 

Mr. Murpocx. But I would not release the other 1,500 until he 
showed proof of the shipment. 

Mr. Correr. Did he have to show proof of the shipment ? 

Mr. Murpocr. No. Not necessarily. 

Mr. Correr. What do you mean, “not necessarily” ? 

Mr. Morpock. He has trucks and I see trucks being shipped. 

Mr. Correr. But you didn’t relate any proof to the fact that they 
were being shipped ? 

Mr. Murpocx. No, sir. 

Mr. Ikarp. How many items were there delivered under this con- 
tract? How many were delivered ? 

Mr. Murpocx. Roughly 14,000. 

Mr. Ixarp. In other words, there is a variance of 432. Is that the 
figure ¢ 

Mr. Murpock. 432. Over a period of time if you figure it up 
through miscounts probably 

Mr, Rieuiman. Have you ever had that occurrence before where 
you had miscounts like this? 

Mr. Murpock. No, sir. It is just due to the nature of the shipping 
facilities available. It is a pretty rough deal to try to count 1,400 
boxes in a small space and sit there and c ount ever y one, 

Mr, Mitier. What is the use of counting any if you are not going 
to count them all? The Government theoretically is paying for them 
all. Will you tell me what is the use of counting half of them ! 

Mr. Murpocx. I didn’t count half of them. 
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Mr. Miter. What do you mean, it is pretty hard to count them 
all? 

Mr. Murpock. I say it is pretty hard to stand and go over each and 
every box, 1, 2,3, and count them. You count them in groups. 

Mr. Miter. If you count them in groups or individually, if you 
count them accurately you get an accurate count, don’t you? 

Mr. Murpock. Yes, sir. 

Mr. Murr. I mean, if there are 5 piles and there are 5 in a pile, 
it is 25. 

Mr. Murpock. That’s right. As near as I could see and certify to 
the fact I signed for the ones I saw. 

Mr. Correr. Aren’t you satisfied you didn’t make any 400 error in 
the actual count? 

Mr. Murpock. Like I said to you before, it is as much a mystery to 
me as it is to you. I wish I could break it down because I tried to be 
as conscientious as possible. 

Mr. Ixarp. It is possible you could have counted on different days 
the same boxes, isn’t it? 

Mr. Murpock. That would be a hard thing to pinpoint. I wouldn’t 
say yes or no. 

Mr. Ixarp. But it is possible? 

Mr. Murpock. It is a ee 

Mr. Porr. I wonder if Mr. Murdock has with him a copy of the 

CD report to which ol re et 

Mr. Murpock. Yes, sir. I have a copy of it. May I have that, Mr. 
Tantillo? 

Mr. Correr. The third item listed on there, “Minor Aid 201,” says 
“insulation not cemented to walls.” 

Mr. Murpock. That’s right. 

Mr. Correr. Would that refer to this barrier? 

Mr. Murpocr. No, sir. If you take one of these boxes and slap it 
with the side of your hand, if the insulation is not cemented you will 
feel the vibration of it. 

Mr. Correr. To what insulation are they referring? 

Mr. Mvurpock. The insulation cemented to the outside of the box in 
itself. This insulation should be cemented to the outside of the box. 

Mr. Correr. But what about the aluminum foil sack to which they 
refer ? 

Mr. Murpock. Sir, I said before it is impossible for me to see that 
foil without destroying this box, to tell you whether it is there or not. 

Mr. Rreniman. Let me ask you, Mr. Murdock, were you in the shop 
while the box was being constructed ¢ 

Mr. Murpock. Yes, sir. 

Mr. Rreni_man. Did it ever occur to you to look at the specifications 
to see > whether or not it was necessary to have that wall insulated ? 

. Murpock. To be truthful with you, I received this from my 
vail visor and this is the plan I followed. 

Mr. Rrentman. You never read the specs ? 

Mr. Murvock. No, sir. 

Mr. Correr. What Government salary classification are you in, Mr. 
Murdock? 

Mr. Mourvock. GS-6. I have recently been made a6. I have been a 
5. 

Mr. Correr. I have no more questions. 
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Mr. Miuzer. Mr. Tantillo, these invoices eventually reach your 
office, do they not ¢ 

Mr. Tantii1o. No, sir. Not the inspecting office, but the Armed 
Services Medical Procurement Agency office—the contracting. 

Mr. Mituer. That is what I am talking about. The invoices reach 
there ¢ 

Mr. TaNnriLLo. That is correct. 

Mr. Miuier. And so do the inspector’s acceptances through the 
channel of your office? 

Mr. Tanti. That is right. 

Mr. Miter. So they both end up in the same place / 

Mr. TantiL1o. Correct. 

Mr. Miter. Do they tally in this case? 

Mr. Tanti10. I am not aware of whether they tally or not because 
1 haven’t seen the contractor’s invoice. 

Mr. Miter. Could you tell us that? 

Colonel Brown. I do not have information that the invoices actually 
read 216. DD-250 does state 216. But we have a fiscal office which 
receives the DD-250’s and the contractor’s invoices, and presents them 
for payment and certifies them. 

Colonel Carrow. The normal practice on that is to pay what ap- 
pears on the DD-250 and not what the contractor says. The normal 
practice is to pay in accordance with the DD-250 rather than what 
the contractor invoices. 

Mr. Corrrer. Then why would they have the certification from the 
contractor that he shipped this many? Why would it be required / 

Colonel Carrow. It is required by regulation. 

Colonel Brown. It is required by the Army. 

Mr. Correr. Isn’t there a purpose to that? Is it not to keep things 
straight and keep the contractor honest; and would you not rely on 
that as much as you would on an inspection report ? 

Mr. Ixarp. What kind of a certification is that ? 

Colonel Brown. I cannot recall the exact wording, but it fairly well 
follows the line Mr. Tantillo gave. 

Mr. Miuier. It says: 


I hereby certify on this date I shipped so many items. 
Colonel Brown. Yes, sir. [ Reading: ] 
I have shipped and not received payment for. 


Mr, Mitter. But you pay him before you get it. 

Colonel Brown. It would appear that the invoice would have to 
check with the inspector’s quantity accepted. 

Mr. Mirter. Is there any finding in the brochures which you people 
brought as to whether or not the invoices and the inspector’s reports 
do or do not check, in this case? You have been aware of the fact 
that there was a discrepancy in this case. That is one of the basic 
points of this investigation, and it would seem to me to be one of the 
nrst things you would check. 

Colonel Brown. I don’t recall seeing anything in the papers we have 
here today. 

Mr. Miter. Did your counsel do anything about that point? 

Mr. Dow. I did not realize this would be discussed, Mr. Miller. If 
you want us to I will be glad to dig out those figures and see if they 


tally. 
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Mr. Miter. Don’t you agree as counsel that it is a relevant point in 
this inquiry ? 

Mr. Dow. I certainly do now. 

Mr. Ixarp. Will you supply that information for the record? 

Mr. Dow. We will be glad to. 

Mr. Ikarp. Fine. Thank you. 

Mr. Rieutman. Do you have any questions, Mr. Poff? Mr. Ikard? 
Mr. Miller? Counsel ? 

Mr. Paul Achenbach with the Bureau of Standards, please. 

Mr. Miter. Did I understand you to say early in your remarks 
this afternoon that in addition to the visual inspection which Mr. 
Murdock made, that your Department carried the inspection through- 
vut the process so that from time to time you would be able to deter- 
mine whether, as the product was being made and constructed, it con- 
rormed to specifications ¢ 

Mr. Tantitto. No, I did not say that. I thought I said that the 
inspection that the Navy inspector performs at the plant is supple- 
mented by that testing which is done on the preproduction and pro- 
duction samples that are sent to the laboratory over at Armed Services 
Medical Procurement Agency, who check the item in order to insure 
that the design characteristics and construction and material char- 
acteristics are present as called for in the specifications. 

Mr. Mitier. But that inspection, I take it in this case, did not, re- 
veal the lack of this item which was called for in the specifications, 
did it? 

Mr. TantitxLo. I am not able to shed any light on that matter. I 
am not in the laboratory, 

Mr. Correr. I think Mr. Pile or Mr. Beall could better answer that. 

Mr. Beaty. The preproduction samples did have the moisture proof 
vapor bag in the initial production. 

Mr. Miter. So in the original instance the sample they submitted 
did conform to specifications / 

Mr. Beary. Yes. 

Mr. Mixer. And subsequently when they got into actual produc- 
tion and delivery they simply left it out. 

Mr. Rrewuman. May I ask you, Mr. Beall, how many samples were 
sent in by Mr. Murdock? 

Mr. Beati. Two. 

Mr. Rrenuman. Two out of the 10,000? 

Mr. Bratt. One preproduction sample and one sample from the 
initial production shipment, which was called for, and he did submit 
those samples. 

Mr. Corrrer. Do you know how large a shipment that first produc- 
tion shipment was that that sample came out of ? 

Mr. Brau. I have heard subsequently that that first production 
shipment was two units. 

Mr. Rreutaan. ‘Two units produced, and one shipped as a sample? 

Mr. Brat, Yes. 

Mr. Rreutman. Ten thousand went by without any being sent in. 
Is that correct ? : 

Mr. Bratt. Yes, sir. With the exception of those that were sub- 
sequently selected from deliver ed stock. 

Mr. Mitxer. The visual inspection ? 
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Mr. Beaux. No. When the question arose we did draw some from 
stock that had been shipped. 

Mr. Miutier. Who inspects the inspectors ? 

Mr. Tantitxo. I would like to clarify that particular point on the 
frequency of submitting samples. Normally a preproduction sample 
is tested, and periodic production samples are also required in order 
to insure that subsequent production performed during later stages—— 

Mr. Kirntman. That is under normal circumstances. This is ap- 
parently a little abnormal case. 

Mr. ‘TantiLio. The inspector receives the frequency of sampling 
duties from the laboratory. The laboratory outlines to the inspector 
how many samples he shall send to the laboratory, depending upon 
the laboratory’s experience with the contractor and his past per- 
formance. 

Mr. Rreniman. Are you trying to shed some light on this or con- 
fuse a little bit and throw the responsibility on the laborator y and 
say that they are the ones who hold the responsibility for not request- 
ing samples to be sent in ? 

Mr. Tantit10o. No. I am trying teo—— 

Mr. RieuiMan. I know you are trying to tell us something, but I 
am getting more confused than ever in trying to find out where the 
a lies. 

Mr. Correr. Did the laboratory give any instructions to send in 
any samples aierunel to the first production samples in this par- 
ticular case ¢ 

Mr. Tantiii1o. No, sir. Other than when the question arose as to 
whether the unit had the barrier or not. 


Mr. Correr. Mr. Achenbach, do you want to give your title and 
position ¢ 


TESTIMONY OF PAUL ACHENBACH, ASSISTANT CHIEF, HEATING 
AND AIR CONDITIONING SECTION, NATIONAL BUREAU OF 
STANDARDS 


Mr. AcHEnBAcH. I am Assistant Chief of the Heating and Air 
Conditioning Section of the National Bureau of Standards. 

Mr. Correr. | think you were requested by this subcommittee to 
run some temperature tests on blood boxes of three types, were you not 4 

Mr. AcHENBACH. We were. 

Mr. Ixarp. Mr. Counsel, may I make a suggestion? During this 
testimony I wonder if Mr. Achenbach could ide ntify the boxes by the 
number in the record so that there will not be any confusion when 
he speaks. I assume he is going to testify as to tests. 

Mr. Correr. That is right. Did you make 3 tests, or 4? 

Mr. AcuensBacH. Four. 

Mr. Correr. Four tests all told ? 

Mr. AcHenBAcH. That is correct. 

Mr. Correr. And there were three different types of boxes ? 

Mr. AcHensAcH. That is correct. 

Mr. Correr. And you tested the civil defense box, or the Bailey 
box, which is designated as A-A and 2-B here. Do you recognize 
them as the Bailey ‘boxes ¢ 

Mr. Acuenpacu. Yes, sir. 

43707 —54——7 
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Mr. Correr. And you tested the Texas Trunk Co. box which is 3? 

Mr. AcHEenBAcH. Yes, sir. 

Mr. Correr. And you tested the Hollinger box, which is No. 1? 

Mr. Acuensacn. Yes, sir. 

Mr. Correr. Now, would you give the results of your tests and 
the conditions under which they were made, from 1 to 4, and what 
boxes were included in the tests? 

Mr. Acuensacu. Originally we had only 2 boxes, that is, 1 was 
Hollinger—this type here—and the other was civil defense, similar 
to these No, 2’s, 

Mr. Correr. Do you know whether it was either one of the 2’s? 

Mr. Acuensacu. I think neither of these boxes was the one that 
was tested. We made one test of this box, but it was not the first 
box that was submitted. The first test was a 24-hour test of 2 boxes, 
1 Hollinger and 1 civil defense or Bailey box. Neither one main- 
tained the temperatures below 50 degrees for the 24 hours. That 
test was made using flake ice as the ice in the can. 

We discarded those results mainly because we decided on reading 
the request further that flake ice was not what was intended here, 
since they used the word chopped ice, which is somewhat different. 

In the second test we again used the same two specimens, which 
were the only ones we had, and we used chopped ice. However, that 
test ran afoul of some mechanical difficulties in the way of a low- 
ambient temperature. In other words, some of our mechanical equip- 
ment failed. 

Mr. Correr. Did you precool the boxes in the second test you are 
talking about ? 

Mr. Acwensacn. In neither were they precooled. They were al- 
lowed to sit in the 90-degree ambient temperature for about 3 or 4 
hours so that they were essentially 90 degrees throughout. 

Mr. Correr. And then you put in your ice and your blood at 40 
degrees, or 38 degrees? 

Mr. Acnensacn. We used water instead of blood. 

Mr. Correr. How many degrees did you put it in at? 

Mr. Acuensacn. It varied from 38 to 40. 

Mr. Correr. How many thermocouples did you have on each layer 
on each side of each box? 

Mr. Acnensacu. In these 2 tests we had 4 in the upper and 4 in 
the lower layer of each box. 

Mr. Correr. Before you ran into your mechanical difficulties what 
was the reading on the respective boxes? 

Mr. Acuenpacnu. Well, let me see. I can report those results best 
in this form. After 18 hours, which included the 6 hours of low 
ambient 

Mr. Correr. That would be in favor of the test rather than 
against it? 

Mr. Acnensacn. That is right. 

Mr. Correr. Because your temperature went down, in other words? 

Mr. Acnenspacnu. That is right. After 18 hours the warmest bottle 
in the Hollinger box was 50.4 and the warmest bottle in the civil- 
defense box, or Bailey box, was 50.7. 

The average of the top layer. that is, the 4 bottles in the top layer 
we were using, was 49.2 in the Hollinger and 50.3 in the Bailey at the 
18-hour mark. 
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Mr. Correr. What were they after 24 hours? 

Mr. Acnennacn. After 24 hours the average of the top layer was 
51.6 in the Hollinger and 53.0 in the Bailey. 

Remember that that would be a favorable test in that the ambient 
ee was too low for about 6 hours. 


Then prior to the third test a second civil-defense or Bailey box 
was submitted by the committee. We don’t know exactly where it 
came from, but it was submitted through this committee. There were 
three boxes involved in that test. The boxes were allowed to precool. 

Mr. Correr. Namely, the two Bailey boxes? 

Mr. Acuensacu. Of which that was one over there. 

Mr. Correr. The 2-A was one? 

Mr. Acurenrnacn. The 2-A was one. They were allowed to sit in 
a temperature of 40° for 3 or 4 hours prior to starting the test so 
they were precooled to 40° after which we again put in bottles with 38° 
to 40° water and placed chopped ice in the cans—as much as they 
would hold—and started the test. 

The results on that test are: The time required to reach 50° for 
the warmest bottle in that test was 10 hours for the Hollinger box; 
1214, hours for the first Bailey box—that is the original, the first one 
received—and 1114 for this specimen here—1114 hours. 

Taking the average of the top layer again for contrast against the 
warmest bottle, it was 13 hours for the Hollinger, 14 hours for the 
first Bailey box, and 13 for the second Bailey specimen. 

Mr. Correr. In other words, all boxes failed the test in approxi- 
mately between 13 and 14 hours because the whole top layer in each 
box was 50° or above? 

Mr. Acuenpacu. I should make clear we were using the corner 
bottles, and they would be the least favorable. We interpreted the 
request and specification which says that the temperatures shall not 
go above 50 in each of the bottles as meaning it would be based on 
individual bottles rather than the average of the group. We re- 
ported it two ways here, however. So that the average of the corner 
bottles was 13 to 14 hours, and the warmest bottle was 10 for Hol- 
linger, and 1214 and 111% respectively for the two Bailey’s. 

Then at the end of 24 hours in this test No. 3 the average of the top 
layer was 53.0 for the Hollinger and 53.4 for the first Bailey, and 53.3 
for the second Bailey. 

Mr. Correr. All about the same. 

Mr. Acuensacu. All very close together. 

Mr. Correr. That is your third test? 

Mr. Acuenspacu. Yes. 

Mr. Correr. You just conducted a test which ended this morning? 

Mr. Acnenspacu. We began the fourth test yesterday at noon, and 
24 hours had not been completed when we left the office. However, 
all of the boxes had reached 50°, and we have that here. 

There were six boxes involved in this fourth test. We had re- 
ceived 6 boxes, 3 each of the Texas Trunk Co. and 3 manufactured 
by the Bailey Co. from Mechanicsburg, Pa. 

Mr. Correr. The Texas Trunk Co. box being No. 3 and the ones 
received of the Bailey Co. being 2—B ? 

Mr. Acurensacn. 2—B would be one of those. Yes. And the Hol- 
linger Co. submitted another or brought in another Hollinger box. 
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So our fourth test consisted of 2 of each of the—2 boxes from each of 
the 3 manufacturers; the original Hollinger and the new Hollinger 
submitted ; the original Bailey, that is, the first Bailey specimen, and 
one of the ones that came from Mechanicsburg. We put in one of 
those Bailey boxes. And, of course, two Texas Trunk Co. specimens 
from Mechanicsburg. 

The results on those in this case for test No. 4 is as follows: 

In accordance with the request of the committee, we preconditioned 
the boxes to 75°. In other words, we let the boxes sit in an ambient 
temperature of 75° for about 3 hours—3 or more hours—before we 
started the test. Again we put water at 38° to 40° in the boxes and 
packed the cans with as much ice as they would hold, and started 
the test about noon yesterday. 

The warmest bottle in the original Hollinger reached 50° in 1114 
hours. The warmest bottle in the second Hollinger reached 50° also 
in 1114 hours. So those were in good agreement. 

Then in the two Texas Trunk Co. specimens, in one the warmest 
bottle reached 50° in 12 hours and in the second one in 14 hours. 

In the case of the Bailey boxes, the original or first Bailey that was 
submitted reached 50° in 7 hours; the warmest bottle in the specimen 
we selected from the Mechanicsburg group in 15 hours. So that there 
was a wide discrepancy between those two. 

Mr. Correr. Did you have an average on all of the boxes on the 
top layer at your cutoff time before you came up here ? 

Mr. Acuensacu. At 9 o’clock this morning we had the following 
averages: In the first Hollinger specimen average 52°. That is 9 a. m. 

Mr. Correr. That is 21 hours. 

Mr. Acnensacn. Twenty-one hours. In the second Hollinger speci- 
men, 52.1. In the original first Bailey specimen, 55.4. In the speci- 
men from Mechanicsburg, the Bailey box, 50.8. In the two Texas 
Trunk Co. boxes, 51.6 and 52.1, respectively. 

Mr. Corrrr. Then none of the boxes passed any of the tests for the 
top layer ? 

Mr. Acnensacu. That is correct. 

Mr. Rreniman. In other words, the specifications requiring them 
to hold the temperature at 50° for 24 hours at least failed to be met 
in every instance ? 

Mr. Acuenpacu. In every specimen. 

Mr. Correr. I think you testified that the ambient temperature on 
all of these tests was 90° 

Mr. Acnensach. W ell, there was 

Mr. Corrrer. Except for this one with the breakdown. 

Mr. AcuenpacH. Yes. In test 4 the average ambient was 90.4; 
in test 3 it was 90.8. It was within less than a degree difference of 90. 

Mr. C orrer. I don’t have any more questions. 

Mr. Rrenuman. Thank you very much. Could we have those for 
the record, please? 

Mr. Correr. I think it might be well for you to remain for a moment, 
Mr. Achenbach. We may want to compare notes here with the New 
York engineers. 

(The information submitted by Mr. Achenbach is as follows :) 
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ExuHrsit 9 
Test 3 (PRECOOLED ) 


Ice McHage (chopped ice) 





| 
Water cap Charge on 
Tomes ene - . . } ” need : | 
Hollinger 34-214 19-944 12-314 
Civil Defense (Bailey) __.- » 29-1344 17-7\% 8-914 
Bailey 29-13'9 17-3% 3 
Time to reach 50° F. (hour) 
Warmest | Average of 
bottle | top layer 
Hollinger_. ] ca dimiskle: bsikn Titers as en 10 | 13 
Civilian Defense (Bailey) . ° 124 
Bailey “a | 11% 13 
Nortg.—A verage ambient 90.8° F, 

Average temperature at end of 24 hours (top layer) 
a 53.0 
ena eeah, TAG I FN hn. sss cxtthescnatememcaaiaceleai aa saissndailhttsanihieadsin 53.4 
NT ED aca cs cic ret nit lesan cscs a acacia et ok thin i tN i mr 53.8 
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(Charts submitted retained in subcommittee files.) 


COMPUTATION SHEET 


Bloed Boxes 
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Mr. Corrrer. While you are still there, Mr. Beall, or Mr. Pile, do 
you have any comments as to any possible explanation as to why 
there is such a great variance between your tests and the Bureau of 
Standards tests ¢ 

Mr. Puz. He has not mentioned how much ice is used. 
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Mr. Correr. I meant to ask him that. I think you have that figure. 

Mr. Acnenpacu. Yes; we have that here. Test No. 4, the 1 with 
the 6 boxes, the 2 Hollingers, 18 pounds 1214 ounces in 1, 19 pounds 
514 ounces in the other. 

In the 2 Bailey boxes, 17 pounds 1534 ounces in 1. I believe I 
made a mistake on the first one. The first Hollinger, 18 pounds 124%, 
ounces, and second, 20 pounds 934 ounces. I think I gave the wrong 
figures there. 

The 2 Baileys, 17 pounds 1534 ounces, and 19 pounds 514 ounces. 

In the 2 Texas Trunk Co. boxes, 17 pounds 8%4 and 18 pounds 534 
ounces. 

Mr. Correr. What method did you use of packing your ice in? 
Did you pack it as full as you could by hand, or how did you do it? 

Mr. Acuenrsacu. We purchased block ice and chipped it up with 
an ice pick into, oh, pieces as large as an apple and smaller; from 
there on down. We chipped it to very small pieces which would be 
nicks, naturally. Then we put that in the box by the handsful and 
at intervals would shake the can to make it settle togther as much 
as it could. And when it was nearly full, we would ‘actually press 
the ice down some to get in as much as you reasonably could. 

Mr. Correr. You have to open the lid to shake that icebox up, do 
you not? 

Mr. Acnrnsacu. This is during the packing process, yes; the lid 
was off. You didn’t open the lid to the box after you started your 
test. 

Mr. Porr. This was during the filling of the ice cans. 

Mr. Puz. 21 pounds 10 ounces in the Bailey Engineering, in one, 
and 23 pounds 4 ounces in another. 

Mr. Correr. Pardon me? 

Mr. Prix. 23 pounds 4 ounces of ice in the other. 

Mr. Correr. When you spoke of measurement, what did you mean 
by measurement? Did you mean by weight? 

Mr. Prue. Yes, sir. Our process is to ‘fill them as full as they can 
be filled and without any concern of actually how much. The person 
who fills the ice can just fills it up and packs it. Then at the end of 
the test, we weigh the whole thing, pour the water off, weigh the ice 
that is left; we take the difference, and you have the ice consumed. 

Mr. Correr. What I am interested in is w hy the discrepancy in 
the weights of the two packaging jobs. You both reputedly are ex- 
perts in this field, and you both weighed the cans of ice which are 
the same size container, or which have the same size container, and 
you arrive at several pounds difference in the amount that you can 
get in. 

Mr. Pux. That’s right. 

Mr. Correr. The person who is going to use those blood boxes out 
at the mobile blood centers certainly is not going to be as expert as 
either one of you, either set of you gentlemen, ‘and if you can have that 

‘ariable results, what kind of results can be expected from this type 
of box in actual practice ? 

Mr. Pitz. That is why we did not measure the ice as we put it in. 
Whatever amount was arrived at would simulate whatever would be 
put in the box in the field. That is, we did not control the amount of 
ice that was put in deliberately at the beginning of the test; but at 
the end of the test you weigh it to be sure of what you did have, 
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Mr. Correr. You mean you weighed the water and the ice? 

Mr. Pitz. At the end of the run. 

Mr. Correr. And added those two figures, and that is how much 
weight you had? 

Mr. Rreniman. Does your process differ from that? You weighed 
when you originally put it in. 

Mr. Acnensacu. We weighed it when we put it in. I think there 
are several possibilities. The size of the pieces of ice will make a dif- 
ference. Using flake ice we could get about 2 pounds less in than we 
could with this chunk ice. 

Mr. Correr. You threw out the flake? 

Mr. Acuensacu. We threw out the flake. Perhaps if ice size or 
shape was different . 

Another possibility is that there was much water carried into the 
can with the ice. You could get greater weight. 

In our case, after we had filled it with ice, we turned it upside down 
and drained the water out so that there was substantially no water; 
that is, we drained it so that there would be no water. I don’t know 
what their practice was, but there is a possibility, at least, of a 
variation. 

Mr. Correr. Well, let me ask the question of Mr. Pile. 

Is it not quite possible that in actual practice, particularly in a sit- 
uation where these would have to be used, that these boxes would be 
spoiling more blood than they would be preserving just packed by lay 
persons in accordance with these instructions? 

Mr. Pure. Our instruction on the box calls for it to be filled with wet 
ice. 

Mr. Corrrer. With what? 

Mr. Pitz. Wet ice. 

Mr. Correr. What does that mean ? 

Mr. Pug. It is melting. It is not below 32°. 

I know, I am quite sure at any rate, that they were not turned up- 
side down to get the water out. 

Now, the fact that it has water in the can presents an advantage be- 
cause the ice floats at the top and the higher up in that can you can 
keep the ice, the lower the temperature in the top because the can 
temperature varies from the very top to the bottom about 6 or 8° dif- 
ference. 

Mr. Correr. Actually, you could add several pounds of water to 
your box of ice after you packed it tightly with crushed ice, could you 
not? 

Mr. Pu. Yes, sir, you could. 

Mr. Correr. Well, the Bureau of Standards suggested that as a 
possible improvement over the present way during their tests. I do 
not know whether you ran tests on that. 

Mr. AcuensacH. We are planning to do that; we have not done 
that yet. 

Mr. Correr. I have checked with the Red Cross and they contend 
that that is an improvement, and I do not know why they do not put 
that in the instructions. I guess it increases the weight for one thing. 

Mr. Acuensacn. I believe it would improve the performance but 
we do not know how much. 

Mr. Corman. But you do not have a very scientific proposition here, 
do you? 
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If the Government is spending, a million and a half for them and 
putting them in stockpile and one laboratory makes a test and none 
of them pass and you, apparently because of the ice you were using, 
were able to get a little more weight in there and it did do a better 
job—— 

Mr. Prix. In all of ours we tested, it seems that we have used more 
ice than the Bureau of Standards. 

Mr. Correr. That would be the only reason whether the box passed 
the test or not? 

Mr. Pite. There is one other concern. I did not understand wheth- 
er the box was to be precooled in one test. 

Mr. Acurensacn. In only one of these tests. 

Mr. Pirie. In our tests, they were always precooled; that is because 
of the instructions in it. 

Mr. Correr. But again, the Red Cross verifies this, that only about 
50 percent of the cases in actual practice will conditions permit you to 
precool the box and therefore you have got to have a box that should 
do the job without being precooled. 

Mr. Prix. That’s right. 

Also, they say that they will never run into average 90° tempera- 
tures in a 24-hour period. So, that is a test. 

Mr. Correr. Yes. 

Mr. Prxx. The actual test of the insulating value of the box can be 

easily measured by the amount of ice that melts in a given time because 
thi at heat that melts the ice must go through the ws alls of the box. One 
pound of ice has a certain heat of fusion, has the capacity to pick up so 
much heat. There is no question about that. So the measurement 
of the insulation qualities is not what the temperature inside the box 
is necessarily, but how much ice it can melt. 

Mr. Corrrer. Well, it is related; is it not? 

Mr. Pite. Yes, sir; it is related. 

Mr. Corrrer. Are those the only two factors that varied in this test ? 
Are you both satisfied ¢ 

Mr. Acuennacn. I think there is an accident factor, whatever you 
want to call it. The cooling you will get in the upper part of your 
box depends on how well your ice lays. against the inside surface of 
the can. 

In other words, how well it settles. In most every case, the remain- 
ing ice is in a sort of conical, peaked pile, ending up in a puddle of 
water at the bottom at the end of the test. 

Now, because the ice is not in contact with the inside surface of the 

can in the upper part of the can, you are not getting very good heat 
transfer in that upper part and there would be some element of 
chance as to how it settled and whether it settled in a more peaked 
fashion or a more flat fashion, or whether it laid against one side of 
the can or settled down in the middle. We find some differences in 
different tests as to how the settling occurs, and therefore the results 
you will get in the upper layers. 

Mr. Ixarp. Are there independent people here who made the test? 

(Discussion off the record.) 

Mr. Correr. Do you gentlemen down here at the end have some- 
thing to contribute on this? 

Mr. Catamart. Mr. Chairman, I am Joseph A. Calamari, Assistant 
Chief of the Material Division, ASMPA. 
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You are looking for possible variables that might cause all these 
boxes to fail. One of them is the ambient air whether circulated or 
not, whether the air was in motion, air surrounding the box was 
moving. If air was moving at high velocity, it would cause faster 
dissipation of the ice in the box. 

The second factor is whether the box has—the box has six faces and 
each one of them is a window which allows heat to enter the box. If 
the box is sitting on the floor; the nature and the temperature of the 
floor is a factor as to whether the box will absorb more or less. If it 
is lifted off the floor, that would also be a factor. 

I was wondering just exactly how these boxes were placed and 
whether the floors were heated or whether they were metal floors or 
what. 

Mr. Acnensacn. In our case the floor is concrete and the boxes were 
set up on 2 by 4’s, edgewise, so that there was air circulation under the 
box. There was forced convection cooling and heating unit in our 
room. 

The air circulation was greater than in natural convection. I be- 
lieve our specification said that it could be mechanically moved. It 
was dampered down so there was no excessive velocity around the 
boxes. 

Mr. Correr. Is Mr. Gaddis here ? 

Mr. Rrenuman. Are there any other questions from this gentleman ? 

I think to clarify this, what were the conditions under which you 
tested the boxes? Was there c irculating air in the room or what kind 
of a floor did you have? 

Mr. Pitre. It was circulating very slowly. There was a fan against 
the wall blowing in the opposite direction to the box, so it was just 
being stirred in order to get uniform temperature. The box itself 
was blocked off the floor about an inch. 

Mr. Rreniman. A concrete floor? 

Mr. Pirx. It was in a room specifically made for that work. 

Mr. Rresim.n. Conditions similar to those which the Bureau 
of Standards had. 

Mr. Correr. Did the test you got on the prototype in production 
samples of the box which contained the vapor bag—how did they 
compare with your later tests of the box which had the asphalt sprayed 
on it? 

Mr. Pix. There appeared to be 1° difference, as I recall, the asphalt 
being the lower. 

Mr. Corrrr. The asphalt being lower than the other? 

Mr. Pu. Yes, sir. 

Mr. Correr. The asphalt itself is not an insulator. It is merely a 
sealer, is that right? 

Mr. Pu. I think that is right. 

Mr. Correr. That might also be said for the vapor bag? 

Mr. Pux. That’s right, sir. 

Mr. Correr. So this deletion of an item in the bag which was not 
in itself an insulator, and particularly under test conditions, should 
not make much difference ? 

Mr. Pux. That was the finding. 

Mr. Correr. And if the Army or if the Armed Services Medical 
Procurement Agency had unnecessarily included it in the specifica- 
tions originally, that still would not have given a contractor the right 
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to take it out of there with the reduction of cost without appropriate 
authorization and clearance in the regular routine, is that not correct # 

The fact that the box is no worse or better with this $4 item out, 
does not change the fact that it was taken out without the agency’s 
permission ? 

Mr. Pire. I would say not. I am not the contracting officer. 

Mr. Correr. Did you people have any discussion with the engineer at 
Dow Chemical at the time that you were insisting that this vapor 
sealing go in as to their reaction with respect to its being put in 
there ¢ 

Mr. Pirx. I had no discussion of the matter at all. I believe Mr. 
Calamari of our office may be able to give information on that. 

Mr. Correr. Who was responsible for insisting that the vapor seal 
be placed in the specification ? 

Mr. Catamanrt. I was. 

Mr. Correr. Why did you insist upon that? 

Mr. Catamart. Because it is necessary to keep moisture out of any 
insulating material. 

Mr. Correr. Did you discuss that problem with the engineers at 
Dow Chemical ? 

Mr. Catamart. No, sir. 

Mr. Correr. They said—I talked to them—they said that they dis- 
cussed it with the people, at Fort Totten. Would you not be at Fort 
Totten, Mr. Pile? 

Mr. Pixe. Yes, sir. 

Mr. Correr. You did not have any discussions? 

Mr. Catamart. I was at Fort Totten a month ago. 

Mr. Correr. You did not discuss with the Dow Chemical people this 
matter ¢ 

Mr. Cavamanrt. No, sir. 

Mr. Correr. They advised that they had told you that it would not 
serve any purpose to put the vapor seal in because the insulation 
itself was waterproof. 

Mr. Catamart. There is a difference between waterproofness and 
moisture vapor proofness. 

Mr. Correr. Now, do you agree that it does not make any differ- 
ence? 

Mr. Catamart. No, sir; I do not agree. 

Mr. Correr. Whether the seal is in there or not ? 

Mr. Catamart. Nov, sir; I do not agree. 

Mr. Correr. Do you think it should be there? 

Mr. Catamart. I think some kind of a seal should be in there to 
keep as much water and vapor away from the insulation as possible. 
If you allow moisture vapor to permeate the insulation and this is 
good refrigeration practice, with any kind of insulation, you keep 
water out of it. 

Now, if the moisture vapor permeates or condenses in your in- 
sulation, you lose insulation efficiency. 

Mr. Correr. There is quite a lot of difference between spraying on 
asphalt, a latex spray, and going to the expense of a specially built 
bag that seals this off, and all the work of sealing that in? 

Mr. Catamart. I say a preliminary cost analysis made by our price 
analyst—I saw his preliminary notes last night for about 15 minutes— 
and there is not much difference between the cost of either the asphalt 
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application or the seal bag and, by the way, his figures showed that 
those bags cost about 86 cents, not $1.25. 

Mr. Correr. Let us hear from Mr. Hollinger on that. I think you 
had told me, Mr. Hollinger, something about that. 

Mr. Rresiman. Just a minute. Who was the gentleman that you 
got these figures from? Let us identify him. 

Mr. Cavamari. Mr. Persons, a price analyst with us. 

Mr. Rienitman. Where is he? 

Mr. CaLamari. New York City. 

Mr. Rrestman. Have you got any information to confirm what 
you have been saying here ¢ 

Mr. Catamart. I read it from his notes. 

Mr. Rreniman. I think maybe if we get into this controversy we 
will want some verification of what you said and not just what you 
read from someone else’s notes. 

Mr. Cauamari. Yes, sir. 

Mr. Rreniman. Are you specialists in that field? You are, are 
you not? 

Are you a cost analyst ? 

Mr. CaLamari. No, sir. 

Colonel Carow. For your information, sir, my information is that 
Colonel Currie gave me to the effect that the price analysis has not 
been completed. It would be submitted to the committee if they de- 
sired it. 

Mr. Rreniman. That is just the reason that I asked the question. 
I do not like information given without substantial basis for it in a 
question of price analysis because we have 2 people testifying, 1 with 
actual experience, and a man who is not an analyst giving or trying to 
give us facts, and that is pertinent and we should have that. 

That is no reflection on you, sir; you are just trying to enlighten us 
and give us information and I appreciate it, but we want actual, sub- 
stantial information. 

Mr. Correr. Mr. Chairman, perhaps we should also have clarified 
the relative positions of Mr. Pile, Mr. Beall, and Mr. Calamari. Are 
they in the same office ? 

Mr. Catamanrt. Part of the same section. 

We are part of the same agency. 

Mr. Correr. I understood that Mr. Beall and Mr. Pile were the 
engineers who conducted these tests and were your experts on testing 
and know-how and in that regard. 

Mr. Catamarti. That’s right. 

Mr. Correr. Where do you come into the picture ? 


TESTIMONY OF JOSEPH A. CALAMARI, ASSISTANT CHIEF, MATE- 
RIAL STANDARDS DIVISION, ARMED SERVICES MEDICAL PRO- 
CUREMENT AGENCY 


Mr. Catamart. Up until about 5 weeks ago I was the Assistant Chief 
of the Engineering Branch. 
Mr. Corrsr. You were Mr. Beall’s assistant ? 
Mr. Catamart. No, sir; we had a military chief at the time. 
Mr. Correr. Were you in the same division as Mr. Beall ? 
Mr. Cauamart. Mr. Pile. 
Mr. Correr. You were his boss, Mr. Pile’s boss ? 
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Mr. Catamart. Yes. 

Mr. Correr. Now, Mr. Calamari, Mr. Beall is in a laboratory. 

Mr. Catamart. Excuse me. 

Mr. RrexiMan. Where are you located ? 

Mr. Catamart. Materials Standards Division, of which the labora- 
tory is a component. 

Mr. Rreniman. Are you located in New York? 

Mr. CatAmart. Brooklyn. 

Mr. Correr. What is your background, sir? 

Mr. Catamart. Educational ? 

Mr. Corier. Yes. 

Mr. Catamart. Master of science and chemistry, Polytechnic Insti- 
tute of Brooklyn, College of Engineering, and I have been with the 
armed services or in the ‘Army for 20 years now, both as a civilian and 
on active duty during the war. 

Mr. Correr. And— 

Mr. Catamart. In the same capacity as a chemist and research and 
design engineer. 

Mr. Correr. Not particularly restricted to this field, of course ¢ 

Mr. Catamart. No; the broad category. 

Mr. Rreutman. Do you have any statement that you would like to 
make, with your educational background and experience through all 
the years, in respect to the testimony that has been given here today q 

Mr. Catamart. That is sort of a broad shot you put at me. 

Mr. Rrentman. Maybe. If you have any comment, we would like 
to hear it, but I would not want to go into a long dissertation on what 
has transpired; but you are a taxpayer the same as the rest of us, and 
we are interested in these matters. 

Mr. Caxramart. Initially, the Engineering Branch at Fort Totten 
set up the first box that was tested. We first tested the first Hollinger 
box in 1951. That was sent in for test purposes along with the re- 
quirements that were set up by the Blood and Blood Derivatives Group. 

At that time, the Blood and Blood Derivatives Group had a 
requirement of 39 to 43 degrees as the ideal blood temperature for 
storage. 

After we tested the best, the best of all the boxes we could find, 
and we included the Hollinger here in one of the tests, we found that 
the box failed to keep the temperature below 50 degrees in a 24-hour 
period. 

Mr. Rrentman. Just a minute. I am not asking you to go into the 
ramifications of that. I very much appreciate your giving us some 
background of what went on some time ago, but what I was asking was 
if you were satisfied with the way this procurement had been handled 
and what the results are. 

Mr. Caramart. Well, I can only speak from a technical point of 
view. 

Mr. Rrenuman. Let us cut it off there, because I don’t want to go 
into the great ramifications of some extensive background with the 
technical inferences that would involve specialists to get into it. We 
are not specialists in that field. 

Mr. Corrrer. Mr. Calamari, it was you who was responsible for this 
vapor seal, you said, for inserting that. 

Mr, Caramart. Also the 3-inch insulation. 














96 INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 


Mr. Corrrer. You say it was you who was responsible for the insula- 
tion being increased from 2 to 3 inches? 

Mr. Cauamart. Yes, sir. 

Mr. Correr. You had not done any great research in this field prior 
to that time, had you, Mr. Calamari? 

Mr. Catamart. Yes, sir. 

Mr. Correr. Why was if it was so, you sent the specification 
writer to take the details off the Hollinger box? 

Mr. Canamart. I have had no control over the specification. I was 
out in the Engineering Development Division. We have an entirely 
different mission. 

Mr. Correr. Apparently you had not submitted any over-all speci- 
fications or any completed specifications which the Army or the 
technical people of your agency recognized as something superior to 
anything that had come along : at that time. Is that so, Mr. Calamari? 

Mr. CaLtamart. We were responsible for that blood box that was 
made during World War II. 

Mr. Correr. Wasn’t that rather a highly unsuccessful box, and was 
that not abandoned because—— 

Mr. Catamant. It was abandoned in 1951. 

Mr. Correr. Did not Mr. Smith—was it not abandoned after he 
took a trip to Korea and you had to ship blood over there and he 
found that the one-shot box was not practical at all? 

Mr. Catamart. It was impractical from the point of view that it 
was not being used as a one-shot box. It was being reused. The 
original intent was to make that a one-shot box for just one delivery. 

Mr. Ixarp. Is this the same Mr. Smith? 

Mr. Correr. Yes, a very important witness. 

Mr. Catamari. And the purpose of it was to keep the price of that 
box down as low as possible so you could afford to throw it away. 

Mr. Correr. How do you account for the fact that the Hollinger 
box tests are so nearly similar to the other two boxes in this Bureau 
of Standards test, if these improvements that you required to be put 
in the box had so much effect ? 

Mr. Catamarti. Well, we have some high velocity air movement 
around the outside of the box, as I pointed out. 

Mr. Correr. If your 3-inch box with vapor seal or asphalt seal 
was so much superior to the Hollinger box, then why whit not test 

results under any conditions be quite » different ¢ 

Mr. Catamari. Our tests demonstrate that superiority. 

Mr. Correr. Your tests demonstrate that superiority ? 

Mr. Cavamart. That’s right. 

Mr. Corrrer. And your tests demonstrate it because they do not 
circulate so much air? 

Mr. Catamart. That is possible. 

Mr. Correr. When you circulate more air it brings all boxes 
together ? 

Mr. Catamart. If you put heat in at a faster rate—— 

Mr. Correr. I thought—— 

Mr. Ixarp. May I ask a question? Heat will not go in any quicker 
than it will come out, will it ? 

Mr. Catamart. Your heat is being absorbed by ice as it melts. Each 
one of the sides of the box acts as a window to allow heat to go into 
it. 
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Mr. Ixarp. A full box, 1 with 2-inch and 1 with 3-inch, and if there 
is air, it is moving at a great velocity and they come out at approxi- 
mately the same result. “Would that not indicate the performance of 
the two boxes were ¢ omparatively the same 4 

Mr. Catamart. No, sir, because these boxes are used in relatively 
still air and not under a forced draft. 

Mr. Ixarp. If you have 2 boxes and you get the same answer from 
‘ach box on the test 

Mr. Catamart. You see, if you remove the air adjacent to the skin, 
change that at a faster rate, you have an entirely diiferent set of 
conditions. 

Mr. Ixarp. I understand that. 

Mr. Ca.amart. It tends to bring the results closer together. It 
tends to nullify the small difference in insulation. 

Mr. Acuensacn. The Hollinger box has more heat gain than the 
other 2 boxes. 

Mr. Correr. It has what? 

Mr. Acuenpacnu. More heat gain as indicated by the ice meltage. 
The Hollinger box in 24 hours, in our test No. 3, melted 12 pounds 
314 ounces and the 2 Bailey boxes, 1 melted 8 pounds 934 ounces, and 
the other 9 pounds and 3 ounces, and that is confirmed by other tests, 
that it does not melt more ice. 

The Hollinger box gained some advantage by the different handling 
which permits the ice to be brought up to a higher level on origin: al 
filling by an inch or more. It also has more ice in it. 1 would like to 

tate mv opinion about the matter of air circulation. It will make a 
small difference, but not a big one. The skin effect, or the resistance of 
the skin to heat transfer goes down as the air velocity increases, but it 
is small compared to the insulating effect of the 2 or 3 inches of insula- 
tion, so that it will make a small difference in the direction that Mr. 
Calamari suggests, but not a big one. 

Mr. Correr. Mr. Pile and Mr. Beall, do you concur with Mr. Achen- 
back or Mr. Calamari in his last point ¢ 

Mr. Pitz. We seem to get about 1° difference in results, as I pointed 
out awhile ago. 

From the barrier point of view it would seem to me that it is more 
cr less insurance than it is to reflect the immediate results. After the 
long usage to which these boxes might be exposed, these things become 
soaked up and then your efficiency will drop because of the moisture 
intake. 

On initial use, if the barrier was left out, chances are it would not 
be wet anyway. You would not be able to show a great difference. I 
think that is why we only have about a degree difference in the instance 
of the tests that I ran. 

Mr. Correr. Do you concur with Mr. Achenbach that this circula- 
tion of air does not have too great influence on bringing the variable 
tests of the boxes together ? 

Mr. Prix. It would be a factor directly proportional to the speed 
of the air going over it because the temper: ature of that box is lower 
than the room temperature because of the ice, the temperature gradient 
from the inside to the outside is different all the way through that 
wall. If the air on the outside passes over rapidly, it will gather up 
that heat from the air. 
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Mr. Corrrer. Getting back to your cost accounting hearsay state- 
ments, Mr. Calamari, I would like to have Mr. Hollinger who testified 
here this morning repeat what he told me informally ‘before the hear- 
ing with respect to the experience his corporation hz id with this asphalt 
sealer spray. 

Mr. Horiincer. Well, at the instance of technical advice, from the 
American National Red Cross, we did try the rubber-base spray espe- 
cially made by Minnesota Mining & M: nufacturing Co. In fact, we 
have invested several hundred dollars in equipment to do it after pre- 
liminary tests made it look pretty desirable. But then in production 
we found it was not desirable, we were not able to place our insulation 
unit into the trunk after it has been coated with this spray and not 
tear the coating on it. If we cut the size down so that we could get it 
in it easily, it would rock in there with the resulting loosening of the 
adhesive at some time along the line in shipment. So that they, after 
many tests in their laboratories and shipping tests, advised that we 
abandon it because it did not appear to be doing any good and it cost 
us about 60 or 65 cents to do. 

Mr. Correr. About 65 cents per box. 

Mr. Houuincer. We sprayed it on the outside. 

Mr. Correr. As against approximately $4 for the bag. 

Mr. Hoxtiiweer. We did not use the barrier bag in these boxes. 

Mr. Correr. That price on that box as against approximately $4 to 
put the barrier bag into the armed services procurement box. 

Mr. Houtiincer. You do have three barrier bags in this box. You 
have an outside one and an inside one in the box body, and you have 
an outside barrier bag on the lid. 

Mr. Correr. That is required by specifications ? 

Mr. Hotureer. That's right, sir. 

Mr. Correr. But I think you just heard Mr. Calamari state that 
he understood that all that could be bought for 64 cents, was it, Mr. 
Calamari ? 

Mr. Caramart. No; the record showed that Mr. Bailey was able 
to buy those bags for 86 cents. 

Mr. Ikarp. Apiece. 

Mr. Cavamari, Very little difference in the cost of the application 
of the asphalt latex compound and the application of the bag. 

Mr. Rreniman. If that is true, I just wonder why Mr. Bailey is 
willing to make a $3 adjustment on each one of the boxes. That is 
the quest ion Task you. Do you have any idea? 

Mr. Correr. If you mean 86 cents apiece—— 

Mr. Rreximan, That is what he said. 

Mr. Correr. There were three bags which go into each box. 

Mr. Ixarp. Which makes it $2.58 against $3. 

Mr, Rreutman. That is an entirely different story—very misleading 
to say 1 bag, 86 cents. 

Let us have Mr. Gaddis. 

Mr. Correr. Mr. Chairman, would you permit me to ask Mr. 
Hollinger one more question that Mrs. Church wanted to ask this 
morning—before I forget it? 

Mr. Hollinger, Mrs. Church wanted to know what you had to say 


about the fact that your boxes were not showing up too well in these 
testa. 
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Mr. Hotrincer. As I recall, she asked if I were embarrassed, did 
she not? 

Mr. Correr. Yes. 

Mr. Ho.tincer. I had to admit I was greatly embarrassed. 

Mr. Correr. Do you have an explanation ‘ 

Mr. Hotzincer. Yes; I do have an explanation for it. 

As far as I can tell, without tearing the boxes apart, they were 
carelessly made. There is not any other explanation for it. Some 
time back we had to more or less disband our staff, our production 
setup, on insulated blood-shipping containers. We had no business 
in it. Wehad no contracts. We could not afford to keep the people 
there, and we did not intend to make any more except one very small 
four-bottle unit which we made for private blood banks. Then 
we began to get orders from private blood banks who were shippin; 
blood in apparently larger quantities. They would want 1, 2, : 
of the larger boxes, so we started to make some. These 2 are of a 
group of 48 which we just finished about 4 or 5 days ago, and they 
have not been tested and they certainly were not made properly. 

That is all I can say about it. 

I think it demonstrates, Mr. Cotter, that it is a very, very difficult 
thing to make a box. It takes a great deal of care to do it to make 
them conform. 

Mr. Rieui_man. I want to say to you, Mr. Hollinger, that is a very 
refreshing statement before this subcommittee. We usually get the old 
roundabout story, you know, that nobody is ever wrong and no one 
ever makes a mistake, and it is kind of refreshing to have someone 
come out and be frank and honest when he does make a mistake to 
admit it. 

Mr. Correr. Mr. Gaddis, you were sworn this morning? 

Mr. Gappis. Yes, sir. 

Mr. Correr. What is your position with the Red Cross? 


y 
> 
> 


TESTIMONY OF ROBERT E. GADDIS, TECHNICAL ASSISTANT, BLOOD 
PROGRAM, AMERICAN RED CROSS 


Mr. Gappis. I am technical assistant, blood program, American 
National Red Cross. 

Mr. Correr. And does your job require you to handle a great many 
of these blood-shipping boxes ¢ 

Mr. Gapvis. That is one of my primary responsibilities. 

Mr. Correr. And in the testing of blood, when it arrives, and so 
forth? 

Mr. Gappis. Right. 

Mr. Correr. Does your agency have certain standards with respect 
to when you will divert blood from use for transportation purposes 
or plasma purposes ? 

Mr. Gappis. That is a standard that is imposed upon me by the 
National Institutes of Health—upon any blood processor. 

Mr. Correr, What is that? 

Mr. Gappts. The critical point is 50° F. 

Mr. Correr. That is, of course, an arbitrary figure, but what hap- 
pens as blood goes above 50; can you tell us that? 


43707—54 8 
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Mr. Gappts. Well, the rate of—the technical rate of metabolism of 
the red cells is so great above 50° F. that it causes itself to rupture 
and at that point it loses its primary function, which is to carry oxygen 
to the tissues of the body. 

Mr. Correr. So, if blood above 50° is used for transfusion purposes, 
you have 
’ Mr. Gappts. Could have a severe reaction by the recipient. 

Mr. Correr. Does anything else happen to blood as temperature 
rises about 50°? What about bacterial action ? 

Mr. Gappis. It would certainly increase the capacity for any bac- 
terial action to take place if bacteria were present. 

Mr. Correr. Have there been cases in which blood containing an 
excessive amount of bacteria caused septicemia by transfusion ? 

Mr. Gappts. Without searching medical literature right offhand, 
I would say, yes; presumably so. I think there was a case in Seattle, 
Wash., a year or so ago, an experimental case. 

Mr. Correr. Do you test every box of blood you receive into your 
depots for what temperature it is? 

Mr. Gapprs. The processor for which we ship the blood does a tem- 
perature test upon receipt of the shipment of blood. 

Mr. Correr. If it is above 50°, what does he do? 

Mr. Gappts. It is diverted from the original use in the case of ship- 
ping blood in to a processor to be converted into plasma. If the tem- 
perature is above 50° it is presumed that hemolysis, which is breaking 
down of the blood cells, has begun and that the blood can no longer 
be used for plasma because you can no longer get the hemoglobin which 
is released by the blood cell out of the plasma by ordinary methods. 

Mr. Corrrr. Now, did you test one of these civilian defense boxes? 

Mr. Gappis. Well, Dr. Alseever, who is a professional associate, you 
might say, told me that he had received some and just asked me to give 
his comments. That is the only way that I even knew that the Fed- 
eral Civil Defense Association or Administration had procured any 
boxes. 

Mr. Correr. You ran a uniform test on the box? 

Mr. Gappis. Yes, sir. 

Mr. Correr. Was your test up to standard on the box or boxes you 
have been testing ? 

Mr. Gappts. No, sir; it was not. 

Mr. Correr. Do you recall what the results of the tests were, and 
give the conditions under which they were made? 

Mr. Gappis. Again, I tested the temperature—I did not have a 
temperature-controlled room—so that it was tested at a temperature 
that varied from 87° to about 93° with an average of approximately 
90° in the room. : 

Mr. Correr. You were testing under Washington conditions? 

Mr. Gapptis. Yes, sir; that’s correct. . 

At that time, I put in the 24 precooled bottles of water which we 
keep there in our refrigerator on hand all the time for such tests, and 
a full can of ice which we set at a minimum of three-quarters of a 
pound of ice per bottle, which would be a minimum of 18 pounds for 
24 bottles. That is required. We instruct all our people accordingly 
to do that, and you put four of them in the top layer of bottles and 
again in the corners, which are the most critical points of the box, 
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and at the end of about 814 to 9 hours the temperatures was about 50° 
in the warmest bottle. 

Mr. RieniMan. In how many hours? 

Mr. Gappis. In about 814 to 9 hours, which I think compares favor- 
ably with the first box which the Bureau of Standards tested—about 
7 to 8. 

Mr. Correr. You got this box from 1 of the 2 boxes that was over 
at the Civilian Defense Agency ¢ 

Mr. Gappis. Yes. 

Mr. Correr. Bailey boxes. 

Mr. Gappis. I don’t mmge who manufactured it. 

Mr. Correr. Of the 2-A group. 

Mr. Ikarp. For purposes of ‘dentification—in other words, they 
would be a box similar to 2A or 2-B? 

Mr. Gavpis. Yes. 

Mr. Rieuiman. Are there any other questions ? 

Thank you, Mr. Gaddis. 

Mr. Bailey. 


TESTIMONY OF L. H. BAILEY, PRESIDENT, BAILEY ENGINEERING 
CO., RAMSEY, N. J. 


Mr. Corrrr. Mr. Bailey, you are president of the Bailey Engineer- 
ing Cot 

Mr. Battery. That’s right. 

Mr. Correr. In Ramsey, N. J. And I think you have your lawyer 
here with you and are familiar with your rights, that you do not 
have to testify unless you want to? 

Mr. Battery. I will waive all rights and try to give you an answer. 

Mr. Correr. Fine. 

You have been present during the testimony here that has been given 
today? 

Mr. Barry. That’s right. 

Mr. Correr. So that we can save time, could you tell us why it was 
that you made this very substantial deviation from the specifications 
by the elimination of this $4, whatever price, vapor seal—without 
getting the permission of the "Armed Services Medical Procurement 
Agency ¢ 

Mr. Batter. There is no elimination of a vapor barrier. There is a 
deviation from the type of material used. 

Mr. Correr. Mr. Bailey, you did eliminate the sealing sheet, the one 
that was called for by the-——— 

Mr. Battey. It is not called a sealing sheet here: it is called a heat 
sealed envelope. 

Mr. Correr. An envelope? 

Mr. Barry. That’s right 

Mr. Rreximan. Just a difference of words with respect to—— 

Mr. Baizey. It either seals or it does not seal, and the gentleman said 
the sealing sheet. It is called a heat-sealed envelope, to surround the 
insulation. 

Mr. Rreni~man. It does seal ? 

Mr. Batter. In what respect, sir? 

Mr. Rreniman., It is a heat-sealed envelope, you say, and you were 
playing on the words of whether it would seal or not. 
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Mr. Bammer. In accordance with the specification MIL-B-131-A, 
which is the specification covering this vapor barrier material, I be- 
lieve that would probably be a better term to call it, you are supposed 
to seal that envelope completely, for it to be effective, evacuate the air 
that would be in the package. 

In other words, this is a material that has been designed for a specific 
type of packaging where you would want no vapor or gas or anything 
that would cause oxidizing on the material placed within. We do not 
use that in the manufacture of-—— 

Mr. Ixarp. What does the specification say? Specifically, what is 
the specification ¢ 

Mr. Baiutey. The material ? 

Mr. Ixarp. Is that available here? Exactly what does the speci- 
fication say with respect to that? 

Mr. Rreuiman. Let us take the specification, and then we will know 
what we are talking about. 

Mr. Corrrer. Does somebody have that here? 

Colonel Brown, do you have it, or Mr. Beall or Mr. Pile or Colonel 
Carow, or anybody from the New York agency ! 

Mr. Brauu. A close-fitting heat-sealed envelope of moisture vapor- 
proof material conforming to Class A Specification MIL—B-131-A. 

Mr. Correr. MIL-B-1351-A? 

You have a reference there and it is a specific reference to an envelope 
type of sealer. Can you read what the reference is so that we can 
follow the sense of it ? 


TESTIMONY OF ROBERT SIMON, MATERIALS ENGINEER, SPECIFI- 
CATIONS BRANCH, MATERIAL STANDARDS DIVISION, ARMED 
SERVICES MEDICAL PROCUREMENT AGENCY 


Mr. Simon. It is a lengthy specification. 

Mr. Ixarp. Can you tell us just the sense of it? 

Mr. Suwon. This is material designed 

Mr. Ikarp. What it refers to is that material there attached to it? 

Mr. Correr. That was the material that was attached to it to show 
exactly what it is. 

Mr. Simon. This does not come with the specification. 

Mr. Correr. Was it attached to the reference ? 

Mr. Suwon. Yes. 

Mr. Correr. It is incorporated in the specification by reference. 

Mr. Stmon. By reference to this specification. It was incorporated. 

Mr. Correr. That specification carries with it a sample? 

Mr. Simon. No, the specification does not, but the requirements in 
the specification detail it so that this is the material that 

Mr. Correr. Anybody who has had an exposure to it knows what 
type of barrier it is referred to. 

Mr. Srton. Yes. 

Mr. Correr. In the prototype model and the original production 
model Mr. Bailey furnished that type of barrier; is that correct? 

Mr. Simon. Yes. 

Mr. Correr. Is that correct, Mr. Bailey? 

Mr. Battery. That is correct. 

Mr. Corrrr. Now, will you get back to how you departed from 
that? How did you depart from such a concrete construction and 
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apparently one that you understood in the original production of the 
prototype and the original production models, how you departed to an 
asphalt spray without getting authority from the Agency as you knew 
you had to do in writing and so forth ? 

Mr. Batrey. Prior to starting any production on this thing we 
secured from the William Ball Manufacturing Co., or luggage com- 
pany, in Newark, N. J., four containers which were the same container 
that the Hollinger Corp. had used in the manufacture of their blood- 
shipping containers. The purpose 

Mr. Correr. You mean that they used the Ball Co. in Newark to 
make the trunk? 

Mr. Barry. I believe that that was one of their sources of supply 
for the trunk. Another one was the Petersburg Trunk Co., in Peters- 
burg, Va. That is the knowledge I had. 

Mr. Correr. Where did you get that knowledge, Mr. Bailey ? 

Mr. Bartey. I believe from the Armed Services Medical Procure- 
ment Agency. 

Mr. Correr. Did you have somebody in there that was feeding 
you stuff ? 

Mr. Bartny. No, sir. 

Mr. Corron. Would they be passing on that kind of trade 
information ? 

Mr. Barry. We had been developing and manufacturing blood- 
shipping containers for the armed services since 1949. We had made 
all different types of containers for them. 

Mr. Correr. In some substantial quantity ? 

Mr. Batrry. Yes, sir. 

Mr. Corrrr. How much, have you got your figures there, your 
production figures ? 

Mr. Battey. The original request that we got was the way we 
accidentally got into this field of endeavor, was in the form of 
letter froma Colonel Griner, I believe it was. 

Mr. Correr. Can you give us the amount of production 4 

Mr. Battry. I will give it to you exactly, sir. 

He asked if we could manufacture the items outlined in the accom- 
panying specifications. If so, what our price would be for various 
quantities. 

Mr. Cortrr. Of course, you were more or less of a consulting 
engineer at that time. You were not in the mdutbinctir’ ing business 
as such. 

Mr. Battery. We did manufacture, but we had never manufactured 
shipping containers. 

Mr. Correr. You had never manufactured on a very large scale? 

Mr. Batiry. To us at times it seemed rather large. 

Mr. Corrrr. How many employees would you have in the manu- 
facturing end of it? 

Mr. Barry. I think the highest we had up to that time was pos- 
sibly 25 or 30. 

Mr. Corrrr. But never in the box business? 

Mr. Batiry. Not in the blood-shipping boxes, although we had 
made mailboxes, fabricated mailboxes. 

Mr. Correr. Please get back to your production. 

Mr. Batrry. The results of his inquiry resulted in an order for 
300 of them. 
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Mr. Corrrr. The one-shot box? 

Mr. Bamry. Well, there was some discussion as to whether it was 
a one-shot box or not. It has never been identified by the specifica- 
tions that it is a 1-shot, or 6 or 9. It is merely a stock number. 

Mr. Correr. I was merely characterizing it. 

Mr. Battery. There was a feeling at that time that—— 

Mr. Ixarp. When was this, Mr. Bailey ? 

Mr. Battey. Well, sir 

Mr. Ixarp. What time are you talking about ? 

Mr. Battery. We are speaking of approximately June 1949. We 
manufactured that container. First we made 300. I have old folders 
here, and I am depending on memory. I believe the next order was 
500. I believe the next order was 1,000. 

Now, on each subsequent bid that we put in, there were various 
changes made to improve the quality of the item. 

Mr. Correr. Well, of course, this was not a revolutionary box. You 
were making not a revolutionary box, were you, Mr. Bailey? Had 
they not been shipping blood in boxes since 1944? 

Mr. Battey. It was an extremely poorly designed box. 

Mr. Correr. Had they not been shipping blood in boxes overseas 
since 1944 under some conditions ? 

Mr. Batey. I have no knowledge of when they started shipping 
blood. 

Mr. Correr. You were not starting with a new theory or a new idea? 
Maybe it was new to you, but it should not have been new to the armed 
services. 

Mr. Battery. I do not assume it was new to them. 

Mr. Correr. You say 300, 500, and 1,000, roughly ? 

Mr. Bamry. We had several more orders for 1,000. I believe we 
had an order for 2,500. Each time there were discussions held, well, 
we would like to improve this and we would like to improve that; and 
we finally came up with a fairly rugged box that was made of 
V-board. We did take a contract to provide a box made of fiber- 
glass, at which time we incorporated and introduced them to polyester 
resin foam. ‘That is quite similar to this styrene foam except it is 
made from a different type of resin. 

We submitted a box, a handmade sample of that box, some 
time in 1950 and we were quite interested in it inasmuch as it was 
very light. It still held 24 bottles of blood and the box itself only 
weighed 26 pounds. We ran into production difficulties and we could 
not produce the box made of fiberglass and had to substitute another 
material, which was V-board. That contract was filled with a box 
made of V—board. 

Mr. Correr. I do not want to shut you off in anything that you feel 
is essential to explaining the background of your position here, but 
I would like for the sake of time, and the lateness of the day, to keep 
this as well as we can into the pertinent channels. 

Did you want to continue, or 

Mr. Barry. No, sir; it is perfectly all right. 

Mr. Correr. I was asking you how it was when you had or appar- 
ently had such a clear conception of what the specifications require and 
after you had submitted your prototype and your preproduction 
sample, how it was that you took this out of your production without 
notifying or getting permission from your agency. 
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Mr. Barey. That was a very sad error. We made a suggestion. 
This was not a request for a change of specification. 

Mr. Correr. It would have been a very joyous error to you if it had 
not been caught. It would have amounted to over $100,000 profit, 
would it not ? 

Mr. Bamtey. No, sir; I am afraid you are absolutely incorrect there. 

Mr. Correr. Proceed. 

Mr. Battey. Because there is not that much involved on this. 

We wrote on April 21 a memorandum to Mr. Simon after having 
visited him. 

No, I am sorry ; that is too recent. 

Mr. Rrenuman. Mr. Bailey, would you identify who Mr. Simon is? 

Mr. Battery. He is the gentleman sitting there next to Mr. Beall. 

On October 2, 1952—— 

Mr. Correr. October 2, 1952? 

Mr. Batry. A visit was made by myself and Mr. Stafford of our 
company pertaining to the materials used in this box, and to get a 
somewhat clearer conception of what they wanted. The specification 
is not complete inasmuch as it does not spell out all of the specifica- 
tions and all of the material. 

Mr. Corrrr. But they already had models of these boxes already 
produced, had they not? 

Mr. Battry. No, sir. 

Mr. Correr. They had not? Had not Hollinger made any number 
of these boxes for them prior to that time? 

Mr. Baitey. I know nothing of what they may have had. 

Mr. Correr. Certainly the agency could have shown you one of the 
boxes. 

Mr. Bauxy. I think you are losing me here. I went in there with a 
Hollinger container. I started to tell you that before. 

Mr. Correr. Oh. 

Mr. Battery. To have clarified certain materials used in that con 
tainer. We had no desire at all to buy several hundred thousand 
dollars’ worth of material and find out later on it was not what was 
required. So, on our memorandum of October 2, which followed a 
visit by Mr. Stafford and myself, we wrote out the various things that 
we had suggested and had somewhat approval on. 

Mr. Rreu_man. Let us get that pinned down. 

Mr. Correr. Is that a memorandum from your file? 

Mr. Battery. A memorandum from my file which I believe the armed 
services have in their file. 

Mr. Corrrr. You sent in a copy of this, is that right, addressed to 
them ¢ 

Mr. Battery. I sent them the original. 

Mr. Corrrr. It is addressed to them, and who is it addressed to? 

Mr. Baury. Addresssed to J. B. Ketcham, Lieutenant, United 
States Air Corps, MSC Contracting Officer. 

It went by way of the assistant inspector of vapor material, 72 
Broadway. All correspondence between the contractor and the con- 
tracting officer is supposed to go through this office, although that is 
not always done as a matter of expediency. 

Mr. Corrrr. This is under date of October 2, and it is signed by 
yourself ? ; 

Mr. Batiry. That is correct, sir. 


> 
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Mr. Correr. Could we have this introduced into the record, Mr. 
Chairman ? 

Mr. Rreniman. Without objection, it will be done. 

Mr. Battery. No objection. 

(The material referred to is as follows:) 


ExHIsir 10 


Tue BaILey ENGINEERING Co., INC., 
Ramsey, N. J., October 2, 1952. 
Via: Assistant inspector of naval material, Passaic, N. J. 
Subject: Contract MPA-30—278—-md-18485, O. I. No, 42687, container, shipping, 
insulated, type 1, M—2, stock No. 4-186-120. 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
Brooklyn, N.Y. 
(Attention J. B. Ketcham, Lieutenant, USAF, MSC, contracting officer.) 

GENTLEMEN : In accordance with suggestions submitted and agreed upon during 
our recent visit with Mr. Simons at your office, we hereby submit these 
modifications for your official approval. It was mutually felt that these modifi- 
cations will improve the construction and durability of the subject containers. 
Although several suggested alterations will increase our manufacturing cost, 
we shall be pleased to absorb this cost in the interest of a better product. 

The following are the suggested modifications to the purchase descriptions: 

Paragraph 3.1.1 Plywood: Incorporate into this specification: “Plywood shall 
be 10-cycle waterproof exterior type.” 

Paragraph 3.1.2.1 Vulcanized fiber: Add to the requirement: “Specific gravity 
to be 1.20 to 1.30.” 

Paragraph 3.1.2.2 Plastic-coated fiber: Correct description to read: “Plastic- 
coated fiber shall be 0.040 inch, all waterproof kraft solid fiberboard, finished on 
outside with gray plastic waterproof finish.” 

Paragraph 3.1.3 Hardware: Modify last sentence to read: “Hardware shall 
be thoroughly degreased, cleaned, and brass or zine plated to prevent corrosion.” 

Paragraph 3.1.5 Carbon steel wire: Change description to read: “Carbon steel 
wire shall be No. 11 gage conforming to finish D of specification QQ-W-4382.” 
steel wire shall be No. 11 gage conforming to finish D of specification QQ—-W—432.” 

Paragraph 3.2.1.1 Body section: Modify sentence referring to hard vulcanized 
fiber to read: “The outside shall be covered with approximately 0.018-inch thick 
hard vulcanized fiber.” 

Referring to method of attachment of reinforcing angles to read: ‘The rein- 
forcing angles shall be properly formed prior to setting, and shall be securely 
stitched with a zinc-coated wire. Stitching shall be securely clinched flush with 
the inside of panels. Stitching to be spaced at approximately 114-inch 
intervals.” 

Paragraph 3.2.1.2 Lid section: Modify facing of insulation as follows: “The 
insulation and plywood edges shall be completely faced by a sheet of solid water- 
proof draft fiberboard, 0.040 inch thick, finished on the outside with a gray plastic 
waterproof finish.” Modify inside dimensions of plywood lid to be: “Inside 
dimensions of the plywood lid shall be approximately 234% inches long by 2314 
inches wide and 3 inches deep.” 

Paragraph 3.2.2 Valance: Change last sentence as follows: “Valance shall be 
affixed to lid by wire stitching by No. 18 gage, zinc-coated wire. Stitching shall be 
spaced approximately 3 inches apart, and shall be securely clirched on inside of 
plywood panels.” 

Paragraph 3.2.3. Latches: Insert as an alternate: “Two zine or brass plated 
drawbolts, ete.” Modify method of attachment to read: “Drawbolts shall be of 
rugged construction, and shall be attached by rivets and burrs.” 

Paragraph 3.2.4 Hinges: Change description to read: “Lid shall be hinged 
to the body by 3 rugged brass or zine plated 5-knuckle stay hinges, approximately 
41-inch, open width, and approximately 3%-inch joint length. Hinges shall 
be attached by washer backed rivets, two of which shall pass through both 
valance and plywood, and balance through plywood.” 

Paragraph 3.2.6 Card holder: Insert as an alternate zine-plated steel frame. 

Paragraph 3.2.7 Clamps: Insert as an alternate zinc-plated clamps. 
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We feel sure that the above is in accordance with our conversation with Mr. 
Simons. May we have your written approval as soon as possible in order to 
avoid delays in our production. 

Yours very truly, 
BAILEY ENGINEERING (Co 
L. H, Battey per SAS. 

A certified true copy: 

J. H. Smira, 
Second Lieutenant, USAF MSC. 


PB-5 
6 OcroRER 1952. 


MEMORANDUM 


To: Chief, Material Standards Div 
Subject: Contract OIN 42687, Stock No. 4-186-120, Container, Shipping, Insu 
lated, Type I, M-2. 

1. Reference subject contract the attached copy of letter from the Bailey 
Engineering Co. dated 2 October 1952 forwarded for your comments and recom 
mendation. 

s/ J. B. KeTcHam, 
Lt. USAF, MSC, 
Contracting Officer. 
1 Inel. 


ASMPA-MSP Ist Memo Ind. RS; emm 


Specifications Branch, ASMPA, 16 October 1952. 
To: Chief, Purchase Division, ATTN: Chief, Buying Section 5. 

1. Reference is made to basic memorandum. It is recommended that permis- 
sion be granted The Bailey Engineering Co. to supply subject item with modifi 
cations outlined in attached letter dated 2 October 1952. The changes suggested 
by the contractor are considered equal or superior to that required by the current 
purchase description. No change in price is recommended. 

2. It is requested that contractor be instructed to furnish sample shipping 
containers as soon as possible. 

/s/ Josern P. Rosst, 
Vajor, USAF, MSC, 
Chief, Specifications Branch. 
Incl: 
n/c 

A certified true copy: 

M. KRAMER, 
Lieut., MSC, USN, ASMPA 
29 July 1953. 


A4: AM: eb 
OIN 42687 
Bailey Engineering 
18 October 1952 
First endorsement on Bailey Engineering Co., Ramsey, N. J., ltr LHB: JB of 
2 October 1952. 
From: Assistant Inspector of Naval Material, Passaic, N. J. 
To: Armed Services Medical Procurement Agency, Brooklyn, N. Y. 
Subject: Contract OIN 42687 with Bailey Engineering Co., Ramsey, N. J. 
1. The basic letter is forwarded for information and necessary action. 
J. M. OWEN. 
Copy to: 
62 (w/cy ltr) 
A certified true copy: 
M. KRAMER, 
Lieut., MSC, USN, ASMPA. 


29 July 1953. 
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PB-5 

SERIAL: 

OIN—42687 JBK: MFC: ejm 
4—186-120 22 OcToBER 1952 


Re Contract OIN-—42687, Stock No. 4-186,120, Container, Shipping, Insulated, 
Type 1, M-2 
THE BAILEY ENGINEERING Co., 
Island Road, Ramsey, N. J. 
(Attention Mr. L. H. Bailey.) 


GENTLEMEN: Reference subject contract, permission is hereby granted to 
supply subject item with modifications outlined in your letter dated 2 October 
1952, since changes suggested by you are considered equal or superior to that 
required by the current purchase description. No change in price is recom- 
mended. 

It is requested that sample shipping container be furnished as soon as possible. 

Very truly your, 
J. B. KetcHAM, 
Lt., USAF, (MSC), 
Contracting Officer. 
ec: InsMat. 
Laboratory 

A certified true copy: 

M. KRAMER, 
Lieut., MSC, USN, ASMPA 

29 July 1953. 

Mr. Ixarp. Do they have the original ? 

Colonel Carow. The original is here. 

Mr. Correr. Will you read the part of this letter which refers 
the removal of this sheet, vapor barrier, and substitution of pn 
asphalt ? 

Mr. Battery. There is nothing in there in regard to that. It was 
my assumption that it was; the letter went out over my signature. 
It was compiled by Mr. Stafford. I was quite surprised when I found 
out that we did not have it in there. 

However, there are other deviations in here if you want to call them 
deviations, for what we thought was the betterment of the product, 
which are not spelled out at all. 

Mr. Correr. You mean, that much less important things are spelled 
out, is that not correct? For instance, latches and hinges, and so on— 
those are just minor changes; are they not? 

Mr. Baier. No, sir; if I followed out ex xactly the specification that 
we have, we would not have manufactured the trunk as it is made. 
We put all of the hardware on, the latches and hinges by means of 
rivets and washers. In the specification it says to put them on with 
5 tacks and at least 1 rivet and washer. He—— 

Mr. Correr. They are a special type of flush clinching tack; 
that not so? 

Mr. Barmry. When they go through, they are bent over an iron 
anvil which causes them to clinch back into the wood; that is correct, 
sir. 

Mr. Correr. All trunks are made that way ? 

Mr. Battery. We are not making trunks; we are making shipping 
containers. 

Mr. Correr. That is true, sir, but comparing it more or less with a 
trunk which is a shipping box, are you suggesting that when you put 
in these wire clips, staples, that you are improving the trunk-like 
character or strengthening the box? 
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Mr. Battey. That was the opinion that was concurred in by the 
specifications branch, and I felt when we submitted either a box 
made identical to the box they had purchased, or one with various 
improvements. 

Mr. Ixarp. Mr. Bailey, you heard here earlier this afternoon, and 
I read a memorandum concerning certain deviations in which it was 
the determination that those deviations improved the product. I 
have got a list of them here. I believe that Colonel Carow or counsel 
or somebody here had it. It is in the record now. You heard that 
list. Are those the same things that are in this letter here? 

Mr. Batiry. I kind of forget what you read. I recall your reading 
a list. 

Mr. Ixarp. Is that it? 

Mr. Correr. Substantially. 

Mr. Ixarp. I think the other reporter has it. 

Mr. Battery. If it was this, it would be substantially the same. 

Mr. Ixarp. The question that I understood Mr. Cotter to ask is 
the one I am interested in. We have been over that and there is no 
particular question about the variances or deviations. The one on 
which I would like to direct the question to you now is the envelope. 
When did it come out? When did you start putting it in? 

Mr. Barry. We made approximately 20 boxes up. You might 
call that a practice run. 

Mr. Ixarp. Right there, the preproduction model, was that 1 of 
these 20? 

Mr. Battery. Yes, sir. 

Mr. Ixarp. It had the envelope in it? 

Mr. Barrer. I believe so; yes, sir. 

Mr. Ixarp. Then there was a production model ? 

Mr. Battery. There were samples submitted on the initial shipment. 

Mr. Ikarp. Yes, sir. 

Mr. Battery. That was made to the—— 

Mr. Ixarp. Do you have any recollection or record that would indi- 
cate the quantity of that initial shipment 

Mr. Battery. I recollect very clearly it was a quantity of two. 

Mr. Ixarp. One of those went in. The inspector, I believe, picked 
it up or sent it in to the laboratory for a test. Am I correct in that? 

Mr. Battery. Yes. 

Mr. IKarp. That, according to the record here, had the envelope 
in it—— 

Mr. Battery. Of that I have no knowledge. 

Mr. Ixarp. The point is, when did you make the decision to take 
the envelope out, to substitute this asphalt process for it? 

Mr. Batmry. At the time of this memo of October 2, which followed 
by a day or so the visit of Mr. Stafford and myself to the specifications 
department. We asked several questions, such as what grade of fiber 
was required, because it merely says fiber. You could use all grades 
of plywood. And did they not think that they should have a moisture- 
resistant plywood ? 

Mr. Ixarp. About stapling? 

Mr. Battery. We submitted to them a sample box stapled as well as 
one of these boxes. 

Mr. Ixarp. Let us not get off on these other items. 

Mr. Batiry. We covered all of those points. 
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Mr. Ixarp. There is no dispute about those. 

Mr. Battery. In manufacturing thesee—— 

Mr. Rreutman. Would you have him identify who he talked to? 

Mr. Ixarp. Mr. Simon, is he the one you talked to about this? 

Mr. Baitry. I believe he was one of those. 

Mr. [xarp. Who else did you talk to? 

Mr. Barry. I don’t know. I think it was Mr. Smith. 

Mr. Kelson was there at that time, although I believe he was just 
either going to leave or had been removed from the supervision of 
the specific item 

Mr. Correr. If I may interrupt for just one question, was this the 
conference on which you subsequently based this letter ¢ 

Mr. Baitey. It was my assumption. 

Mr. Correr. Is that correct, sir? 

Mr. Baitry. Yes, sir. 

Mr. Lxarp. And then when did you actually start into production 
on these boxes? What was the date or the approximate date? 

Mr. Battery. We got going sometime late in December, I believe. 

Mr. Ixarp. December of 1952? 

Mr. Bairry. Yes, sir. 

Mr. lxarp. Your production run, the first one, of this quantity of 
two, delivery of two, about when did that occur ? 

Mr. Baitry. I don’t remember. 

Mr. Ixarp. Could you give us that date? Do you know approxi- 
mately ? 

Mr. Dow. The day he shipped those two? 

Mr. Ixarp. Yes, sir. When was it received at the laboratory ? 

Mr. Dow. It was submitted to the laboratory on the 22d of January 
1953. 

Mr. Ixarn. This letter, this other letter was October 2, 1952. Your 
first production run had the envelopes in the boxes ? 

_ Mr. Barry. No, sir; no production run ever had envelopes in the 
boxes, 

Mr. Ixarv. In other words, just the samples then were the only ones 
that had it? 

Mr. Barry. That’s right. Approximately two. I would assume 
in that area. 

Mr. Ixarp. Was there ever any written notice from your firm given 
to the armed services that you were substituting this asphalt process 
for the envelope ? 

Mr. Baitry. No, sir. 

Mr. Ixarp. Did you ever have a conversation with anybody about 
it after the conference that preceded the letter of October 2% 

Mr. Batter. No, sir. 

Mr. Ixarp. About what date was this conference? Was it the day 
of the letter or the day before or two days before? 

Mr. Batter. I would assume it was a day or two before or a week 
or two before. 


Mr. Ikarp. No mention was made by you to anyone about the fact 


these boxes did not include in their construction this envelope? 

Mr. Battery. Oh, yes, there was; I told the armed services party that 
came out-—— 

Mr. Ixarp. That was in April of this year? 
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Mr. BaiteY. That’s correct, sir. 

Mr. Ixarp. But from all the time that you were—after you started 
production in December, until April when this inspection team came 
to your plant, there was no notice on your part given to the armed 
services that the envelope was not being put in the boxes? 

Mr. Battxy. Apparently not, sir. 

Mr. IKxarp. And the—— 

Mr. Rreutman. I would like to have you pin down who he told when 
they came to the factory, who were the people. 

T know you will get to ‘th: it, Frank. Excuse me. 

Mr. Ixarp. Now, after that, who came to your plant, if you recall? 

Mr. Bamey. I was in on a different matter and I happened to pass 
Colonel Brown in the elevator and I asked him and invited him out 
to see the operation. 

Mr. Ixarp. Where is this, what elevator ? 

Mr. Battery. At the armed services office. 

Mr. Correr. Colonel Brown, is that right, that you went out on the 
invitation of Mr. Bailey, that this was not a routine investigation or 
inspection or was not prompted by this committee’s inquiry into the 

case but it was on the invitation of Mr. Bailey? 

Colonel Brown. We received numerous routine requests to come out 
and see the plant. This was—— 

Mr. Correr. From whom ? 

Colonel Brown. From various people. We are building this item 
for you; would you like to come out and see it in oper ation? I do not 
attach any significance to Mr. Bailey’s request to go. 

Mr. Correr. Did he request you? 

Colonel Brown. We must have had a conversation to that effect. 

Mr. Correr. Do you recall it ? 

Colonel Brown. Do I recall it? 

Yes, I do. I cannot recall any specific time, or anything like that, 
but I do recollect: it. 

Mr. RreuuMan. It is very much easier, Colonel, for you and every- 
one else, if you will just answer those questions without trying to am- 
plify them and get into some other field of activity. We want to 
know whether you were invited out to the factory by Mr. Bailey and 
if you say you were and you recall the instance we will have the record 
and it will save a lot of time for us. 

Mr. Battery. I was notified a morning or two previous to their visit 
that they would be out and I believe it was a Wednesday, and in talk- 
ing to Mr. Simon the day before the visit on another matter on the 
telephone I told him that I thought Colonel Brown was coming up the 
following day and he came along with him. 

Mr. Ikarp. Who came to your plant, Mr. Simon? 

Mr. Bartey. Mr. Simon, Colonel Brown, Colonel Currie, and I 
believe it is Captain or Lieutenant Ketcham. 

Mr. Ixarp. What was the nature oi their visit? What happened 
after they got there? 

Mr. Battey. They wanted to see the operation in full, and we showed 
them everything about it from the cutting up of the plywood to the 
laminating of the fiber to it, the nailing of the boxes together, placing 
the styrofoam in it, packing them up, putting them on trucks and 
shoving them out the back door. 
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Mr. Ixarp. Is there representation or statement made by any mem- 
ber of that party about the envelope or about the fact that you were 
not meeting the specification ? 

Mr. Battey. Yes, sir, there was. 

Mr. Ixarp. What was the nature of that conversation ? 

Mr. Battey. It wasn’t a conversation so much as a remark that I am 
inclined to think Lieutenant Ketcham made that “Where is that tin- 
foil bag?” 

“Oh,” I said, “we changed that to the sprayed-on type barrier,” and 
that was all that was said. 

Mr. Rieutman. Let me ask you this. Excuse me. 

Mr. Ixarp. I was going to ask you if there was anything else said 
about the so-called tinfoil bag. 

Mr. Barry. That was all that was said. They were quite interested 
in various operations and we spent quite a bit of time explaining an« 
showing them. 

Mr. Ixarp. There was no other mention made to you on that oc- 
casion concerning the tinfoil bag except the remark of Lieutenant 
Ketcham in which he made the inquiry, “Where is the tinfoil bag?” 

Mr. Barry. That is correct, sir. 

Mr. Ixarv. That was the only remark made during that visit about 
it that you now recall ? 

Mr. Battry. No, I will go a little bit further. We had on exhibit 
there some 11 boxes that hit a low bridge. A truck went under a low 
bridge and smashed them quite badly. We showed the boxes to the 
group that was there as to how little damage had been done, that even 
with a blow like that it failed to rip them. It did not tear the hard- 
ware off or anything, although it crushed the plywood, although the 
inside was intact. I believe some reference was made again—you 
don’t have anything on the front of the lid, any barrier bag. That 
was not a part of the specification. 

Mr. Rreniman. I had a question. 

Now Colonel Brown and Mr. Simon were present, those two? 

Mr. Battery. Yes. 

Mr. Rrentman. They never mentioned or said one word or made 
any remarks in respect to this bag being eliminated and you had used 
another process ? 

Mr. Battry. The only thing that was said to the best of my memory 
was what I just repeated. 

Nothing further was said to me at that time. 

Mr. Rieni_man. I think that in all fairness to the Colonel, and I 
want it on the record, and certainly for Mr. Simon, I want to know 
whether they concur in what Mr. Bailey has had to say, that neither 
one of you spoke up at that time or made any reference to it. 

Mr. Srwon. At the time of this visit I noticed the fact that the 
moisture vapor barrier was missing. I mentioned this fact to Colonel 
Brown, called it to his attention, and we came back to the agency and 
we put this information down in a memorandum that we investigate 
the fact that the barrier was missing. 

Mr. Rreutman. Now, Colonel Brown, apparently you listened very 
attentively and said nothing and then went back and, apparently, from 
the testimony we have this morning, very little action was taken. At 
least, you passed it up and felt that it was of no particular conse- 
quence. 
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Mr. Batiey. No, sir. 

Mr. Rizutman. That is about what he had to say to me this morn- 
ing. Whether any particular action was taken, could we hear from 
you again, Colonel ? 

Colonel Brown. Mr. Chairman, there was a memorandum for the 
record read prior, at the resumption of the meeting. I do not believe 
you were present. That memorandum might clarify my position on 
the matter somewhat. 

Mr. Correr. What memorandum is that? 

Colonel Brown. The one that Colonel Carow read. 

Mr. Corrrr. That is not your memorandum. 

Colonel Brown. That is what I have been pointing out all morn- 
ing long, Mr. Cotter. 

Mr. Correr. Aren’t you just making the point with the Chairman 
that that memorandum clarifies your position, something to that 
effect ? 

Colonel Brown. It was a memorandum that has not been inserted 
into the record, in which Colonel Carow set forth what led up to Col- 
onel Currie’s action. 

Mr. Rreutman. Let me ask you this, Colonel. You were there and 
you have heard the conversation here. Did you at any time say any- 
thing to Mr. Bailey that day about it? 

Colonel Brown. I did not. 

Mr. Rieutman. You did not say anything to Mr. Simon about it, or 
anyone else? Didn’t even call it to his attention that was missing? 

Colonel Brown. As I recall the conversation that occurred on that 
day when I overheard Captain Ketcham say to Mr. Bailey, where is 
the barrier bag, I turned to Mr. Simon and I said, does the specifica- 
tion specifically state a bag is to be in there? And he stated to me, 
“T cannot say positively. I do not have the specification with me.” 

Mr. Rre1ruman. Do you know whether it does? 

Colonel Brown. Yes. 

Mr. Riratman. And it does? 

Colonel Brown. Yes, sir. 

Mr. Correr. Well, Mr. Bailey, you have indicated that you thought 
that you got some sort of a tacit consent, that this specification had 
been changed, is that not correct? You just indicated in your testi- 
mony that you thought as a result of your talk back in October that 
the change had been effected in the letter, and so forth, is that correct ? 

Mr. Baitzy. There had been several deviations from that time. 

Mr. Correr. Let us talk about this one. 

Mr. Barry. This particular one, it was my thought entirely that 
it had been agreed and approved in writing. 

Mr. Correr. Then why was it, Mr. Bailey, that when these ASMPA 
boys called this to your attention, that according to the memorandum 
written on May 2, 1952, you did not tell them that you thought it had’ 
been, that you thought it had been cleared with them, but you took 
the position that the specification did not require a “bag per se” but 
only a barrier. Can you explain that now? 

Mr. Batter. I did not take such a position, sir. 

Mr. Correr. Maybe I should read this memorandum dated May 2, 
1953, by J. B. Ketcham re Bailey Engineering Co., headed “Visit to 
Plant.” 
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The undersigned, Colonel Brown, Lieutenant Curley, and R. Simon visited 
contractor's plant in Ramsey, N. J., to inspect current production of subitem 
to April 30, 1953. 

In the course of a demonstration by Mr. Bailey on the installation of styro- 
foam insulation, the undersigned noted the moisture vapor bag required in the 
contract specification was not being included. The undersigned questioned Mr. 
Bailey on this point. The undersigned stated that the specification did not 
require a bag per se, but only a barrier. Mr. Bailey stated that the spraying 
of flint-coat adhesive into the box to bind the styro-foam was within the speci 
fication, as it made a satisfactory barrier against moisture. Therefore, a bag 
itself was not required. . 

Upon return to ASMPA the undersigned and Colonel Brown had the following 
conversation: One, Colonel Brown stated that at an appropriate time later he 
questioned Mr. Simon, who stated that he did not know whether Bailey’s claim 
about the flint-coat being within the specification was correct, but would check 
upon return to ASMPA. 

Two, Colonel Brown ordered the undersigned to get the specification and 
report to him in the a. m. of May 1, exactly what the specification requires. 

Nore.—Insofar as could be determined on visual inspection there were no 
boxes in the plant with the required bag. Also, we inspected some which had 
been damaged in shipment. It was possible to see inside these, and there were 
no bags in those boxes either. 


Now, your argument to Lieutenant Ketcham or Captain Ketcham 
on that day was that the specification did not require it and it was 
satisfactor ily fulfilling the specification—it was not that you had got it 
cleared with the agency to change, is that not correct ? 

Mr. Barter. I don’t know where the memorandum comes from. I 
have no copy of that memorandum. 

Mr. Correr. Would you like to see it? 


Mr. Bamey. I would like to, yes. 

Mr. Correr. Here it is. 

Mr. Bamey. This memorandum was read to me, I believe, over the 
telephone. 

Mr. Correr. When? 

Mr. Bartey. Possibly May 3. 

Mr. Correr. Why was that? 

Mr. Baitey. | was called and said that we had a deviation that we 
had not cleared, and my first reaction was, what is it. 

Mr. Correr. Who called you, sir? 

Mr. Bainter. I believe Mr. Ketcham or Mr. Ketcham’s secretary. 

I asked what the deviation was, and it had to do with the elimination 
of the one type of material and substitution of the other. I went in to 
them immediately. On May 4—— 

Mr. Correr. But you were talking about something different, Mr. 
Bailey. We are talking about a conversation you had with Captain 
Ketcham on May 2 where he reports that you took the position that 
this Flintkote adhesive fulfilled the specifications, and if that was the 
frame of your mind on that day, then you must have felt that you 
never did have to get a change in specification because it came within 
the specifications, ‘which explan: ition is not the right explanation. 

Mr. Battery. There was possibly no conversation with Captain 
Ketcham on May 2. They were at our plant on April 30, and I be- 
lieve it was Friday. I heard from them first on Tuesday. I was not 
available the first time he called. 

Now, that memorandum was read to me over the telephone, sir. 
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Mr. Correr. I don’t know about that, but it seems to have been 
written in the usual course of duty covering his trip to the plant and 
the particular situation that developed their finding that you had been 
departing from the specification and the position that you took when 
they brought it to your attention on the occasion of their visit. 

Now, your explanation here today, at least to me—and maybe I am 
misunderstanding your position, the position here today seems to me 
to be different from that which Captain Ketcham reports it was on the 
day it was called to your attention. 

Mr. Bartry. The day it was called to our attention, I don’t know 
what was said except that we were using the material as he saw it be- 
ing applied at that time. 

Mr. Correr. Pardonme. Ido not understand. 

Mr. Baritey. His inference in there is that I stated that the bag was, 
as you say, per se—the stuff that I was using—was equal to or supe- 
rior, Which was our feeling in the matter at that time and still is. 

Mr. Ikarp. May I inquire? As I understand, or as I understood 
your testimony or your statement a moment ago, Mr. Bailey, you 
stated that the only mention that was made of the bag was the fact 
that when Lieutenant Ketcham or as it appears Captain Ketcham 
said, “Where is the tinfoil bag”—— 

Mr. Battery. Yes, sir. 

Mr. Ixarp. There was some casual mention of it. When you saw 
the boxes that had been damaged in the truck that had hit the 
bridge—— 

Mr. Battery. That was the only—— 

Mr. Ikarp. We have a memorandum here by Captain Ketcham in 
which it is stated that he called that to your attention and you stated 
that the process that you were using met the specifications, which is en- 
tirely different from what I unde rstood your previous statement to be. 
Also in the memorandum, the captain says that there was an inspection 
made which did not appear a casual inspection, and it did not appear 
that there were any in any of the boxes in the plant. This was evi- 
dent from some boxes that were damaged in the wreck. 

The thing I want to know is what actually happened, whether or 
not there was a casual inspection, whether there was a discussion as 
to whether or not you put the bag in these boxes, and whether 
or not your answer was that your process was equal or superior and 
- specification did not require the bag, or whether there was just a 

‘asual mention of the fact: “Where is the tinfoil bag?” 

Which is correct? Is Captain Ketcham’s report correct or is your 
statement correct ? 

Mr. Battry. My statement is correct to this effect. The statements 
that were made at my plant were substantially as I stated. There 
were two mentions. This memorandum is a memorandum to, ep- 
parently, officers or someone in the armed services medical procure- 
ment. I never received a copy of this memorandum. 

Mr. Correr. We appreciate that. 

Mr. Battery. However, this was read to me, this little note here— 

Insofar as could be determined on casual inspection, there were no boxes in 
the plant with the required bag. Also, we inspected some which had been 


damaged in shipment. It was possible to see inside these and there were no 
bags in these boxes either. 
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I therefore had no conversation with Lieutenant Ketcham after he 
left our place until the time I saw him on May 4. 

Mr. Ixarp. Mr. Bailey, I got the impression from your initial state- 
ment that the colonel and Mr. Simon and the captain and the other 
gentleman who visited your plant, came there on your invitation, 
more or less on a social visit. I don’t mean social, but just a routine 
visit. This memorandum would indicate to me that it was—that it 
was an actual inspection in which they were looking for at least—I 
realize that you do not have a copy of this memorandum, and in the 
natural course of things you would not have been furnished with a 
copy because it is something that goes to them internally—but all we 
want to know is what actually were the facts. 

Mr. Batxey. I believe I have just given them to you. 

Mr. Ixarp. In other words, you say there was only a casual mention 
of the bag, that there was no actual inspection of your facility ? 

Mr. Battery. Oh, yes, there was a good bit of inspection. They 
looked at every step of the operation and when we came, you see— 
almost the last step in the manufacture of this container is putting 
the styrofoam in. 

Mr. Rientman. There is a word in that statement that intrigues 
me, and maybe the military will have to explain it. Just a casual 
inspection. I wonder what that really means, “casual inspection” was 
made. 

Mr. Battery. I suppose it means a visuai inspection. 

Mr. Rreniman. I am referring to the statement here by the captain, 
casual inspection was made of the shop. I wonder what a casual in- 
spection is. Could you answer that, Colonel Brown, or maybe the 
colonel next to you. That is something he might know. 

Colonel Carow. I have not the slightest idea. 

Mr. Rreuiman. I was smiling about that. I thought we might get 
some idea what a casual inspection really means. : 

Colonel Brown. I cannot say what was in Lieutenant Ketcham’s 
mind when he said that. 

Mr. Rreuuman. These are loose ends. When you say make a casual 
inspection, to me it appears that you just walked in there and took a 
look, and that is it, if I can deduce et the word “casual” means. 

Colonel Brown. At a time like that, I guess I should not say—it 
would be my interpretation—I had better not attempt to say. 

Mr. Rreutman. I was wondering if we could pin it down. 

What about it, counsel, can you tell us what a casual inspection 
would mean ¢ 

Mr. Dow. I do not purport to be able to read Captain Ketcham’s 
mind. , 

Mr. Rreniman. I am not trying to ask you to read his mind. 

Mr. Dow. This was no part of an inspection that was routine in the 
administration of the contract. 

Mr. Rieutman. Very nice legal terminology, as usual. We get the 
old go-around and we get a nice, smooth answer and we appreciate it 
very much. 

Mr. Ixarp. To go back to the preproduction model 





Mr. Beall, that did have, or do you know, did it have the envelopes 
in it? 
Mr. Beatu. It did have the envelopes in it; yes, sir. 
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Mr. Ixarp. Then the so-called production model that you tested 

came out of this lot of two that was first produced, did they have the 
envelopes ¢ 

Mr. Bratz. According to our records they did. 

Mr. Ixarp. What were the dates, again, of your tests on those? 

Mr. Bratt. I have the report here. 

The initial sample, the preproduction one, was tested on the 4th of 
December 1952. 

Mr. Ikarp. And the production model? 

Mr. Breaux. And the production model, January 22, 1953. 

Mr. Ikarp. That would be within a week of the date—am I correct 
in that, sir? 

Mr. Braui. That would be approxim: itely the time. 

Mr. Ixarp. ‘That is January 22, 1953. 

Mr. Bratt. Yes, sir. 

Mr. Ixarp. The production model. Both of those had the enve- 
lopes 

oe: Mr. Bailey, as I understood your testimony, the preproduction 
model and this lot of two, were they the only ones, now, that you made 
with this envelope in them ? 

Mr. Battery. No, sir: we made approximately 20 of them. 

Mr. Ikarp. You made 20, and 20 production. It was a run of your 
first 20; is that right? 

Mr. Battery. They were made up by hand, not on a production 
basis, although all of the materials used in them were in accordance 
with the spec cifications. 

Mr. Ixarp. Were all of those 20 delivered under your contract? 

Mr. Batter. I dare say they were. 

Mr. Ixarp. Other than the initial 20, they are the only ones that 
have the envelope in them ? 

Mr. Baitry. That’s correct. Once we got into real production we 
deleted the envelope, substituted the sprayed application. 

Mr. Ixarp. It 1s my understanding that the two that came from 
civilian defense for test purposes had the envelope. 

Mr. Battey. That is possible. 

Mr. Ikarp. What is the explanation of that? Are they part of this 
first 20? 

Mr. Batter. They could very well have been, sir. There is only 
one difference between the two ce and that is the printing on the 
front of the box. ‘The box that we were making for the service con- 
tract is stenciled or Stamped and printed, “Propert of the United 
States Government.” The other one is property of Federal civil de- 
fense, that legend that is in half-inch letters. 

Mr. Correr. Did you make them both with the asphalt spray, under 
both contracts? You used asphalt spray ? 

Mr. Battery. Yes, sir. 

Mr. IKxarp. In other words, every box you made, whether it was 
civilian defense or for the armed services, or even the first 20 and the 
preproduction model, where the asphalt spray that was used in them ¢ 

Mr. Battey. That’s right. 

Mr. Ikarp. What was your cost of these envelopes? 

Mr. Batrey. For 20 ef them, we got them for nothing. They were 
submitted by 

















118 INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 


Mr. Ixarp. I am talking about the production model. 

Mr. Batter. We never bought them for production. 

Mr. Ikarp. Did you make inquiry ? 

Mr. Battey. We had several quotations. 

Mr. Ikarp. What were the quotations? 

Mr. Bartxy. We could get the envelope for around 86 cents. There 
were two envelopes involved, not three, as previously has been stated. 
One of the so-called envelopes is merely a folded piece of the material, 
folded at the corners to form the square. The other two are actual, 
open-end bags. 

Mr. Ikarp. The bag types are the ones you get for 86 cents apiece? 

Mr. Battery. That’s right. 

Mr. Rresiman. Could we interrupt the hearing a minute? 

(Discussion off the record.) 

Mr. Ixarp. How much does this other piece cost that is folded to 
make the square? 

Mr. Battery. If you figured on a yardage basis, there is approxi- 
mately 4 yards. We are equipped to manufacture these bags our- 
selves. We have the heat sealing equipment. You merely take the 
piece of material and you run a seam up one side and the other side. 
Then you form it into a square sheet over a wooden mandrel. In 
other words, the girl takes the material and in 3 seconds at 450 degrees 
you are supposed to be able to seal that material. That is the speci- 
fication that is stamped on the back of it. At 4 yards of material, it 
would be dependent on what price you had to pay for your material, 
of course. 

Mr. Ixarp. I understand all that, but what I want to know is what 
does the material cost that goes into the box as provided in the speci- 
fication per unit—you are hound to have had some calculation 

Mr. Battry. You could fabricate your box for approximately in the 
neighborhood of $v per unit. 

Mr. Ixarp. Does that include material and labor ? 

Mr. Battery. For the top and the bottom bag. 

Mr. Ikarp. What about the other piece? 

Mr. Bartry. I just said the top and the two bags that go in the body. 

Mr. Ixarp. That would be $2 per box? 

Mr. Baitey. Approximately, sir. 

Mr. Ikarp. You would be making this material yourself? 

Mr. Baier. That’s correct, sir. 

Mr. Ixarp. And 

Mr. Correr. Of course, you did not go to this trouble because you 
did not use them ? 

Mr. Barry. That’s correct. We made some of them 

Mr. Ixarp. On what basis, then, if you have not made any, did you 
estimate this cost? 

Mr. Bartry. We had quotations on material. We had quotations 
that ranged from 86 cents a bag to as high as $3.30 a set. 

Mr. Tarp. Assuming you were not going to make them yourself, 
what would be the cost in the market if you were going to buy them? 

Mr. Barry. Well, I would naturally probably pick the cheapest 
price that was quoted me. 

Mr. Ikarp. That would be what? 
Mr. Battery. That would be 86 cents a bag. 
Mr. Ixarp. For both the bags and 
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Mr. Baitey. That is 86 cents times three. Roughly 

Mr. Ixarp. $2.58. 

Mr. Baitey. That’s correct. 

Mr. Ixarp. And how much does this asphalt process cost? 

Mr. Battery. $1.55 a gallon. It will—I will have to break it down 
for you from there. There is approximately two-thirds of a gallon 
sprayed into the container. 

Mr. Rreuitman. How much does that weigh ? 

Mr. Battery. I would say it weighs about 8 pounds per gallon... 

Mr. Rientman. It adds quite a lot of weight to your box, doesn’t 
it? 

Mr. Bartey. You understand, it is in an emulsion stage. Most of 
the weight is the water. That is used to emulsify it. This material 
is made of asphalt, ground up rubber tires, in a water emulsion, very, 
very similar to the undercoating on your automobile. 

Mr. Ikarp. We are now back to my question: What is the cost of 
this process per unit ? 

Mr. Battery. That would be approximately two-thirds of a dollar 
fifty-five, which I assume would be about a dollar. 

Mr. Ikarp. And is that what it costs you to put this asphalt 
process in ¢ 

Mr. Barry. There was quite a bit of labor on it. This is a very 
dirty process. The labor involved, you have to spray the interior 
of the box. We sprayed the interior of the styrofoam after it was 
placed in the box and we had big, heavy spray equipment to do it. 
We had men on the job whereas on the bags you could probably 
have used women labor. 

Mr. Ixarp. All right, sir. What is the cost per unit? 

Mr. Battery. I would say approximately the same as it would be 
for the bag. 

Mr. Ikarp. You say there is no difference, there would be no differ- 
ence in the cost of using the asphalt process and using the bag? 

Mr. Baitey. Our records as we disclose them to the armed services, 
their price analysis group, we never got the final finding on what they 
discovered, but it was our feeling that it was not much of a saving. 
It would be rather hard for us to say it is going to be 10 cents cheaper 
or maybe 15 cents more. It looked like a considerable item, as far 
as money was concerned. 

Mr. Ixarp. Is it true that you have made an offer to adjust the price 
on these downward to approximately $3 per unit 4 

Mr. Batter. No, sir. I adjusted the price downward to $3 a unit 
due to another reason, and that offer to hold good for only 4,500. 

Mr. Correr. Wasn’t that the 4,500 they were holding up production 
on because when they caught this business of your not including the 
sealer in 

Mr. Baitey. That part of the production that was in process that 
we could not rework to do as was requested in their letter of June 12. 

Mr. Correr. That directly stemmed from the inspection which 
caught this great deviation, did it not? 

Mr. Bary. When this deviation—we stopped immediately, within 
1 week. 

Mr. Correr. It was actually longer than that. You made a sub- 
stantial number of boxes before you got your order to stop, before you 
decided to stop. 
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Mr. Batter. We shipped approximately 1,500 or 1,000. 

Mr. Correr. Between the time they made the inspection and the 
time they stopped the order. 

Mr. Batrry. Between the time of the inspection and the time that 
we—and I heard from them on the telephone, which I believe was on 
the 3d. 

Mr. Correr. Third of what? 

Mr. Barry. That would be May, sir. I hand-carried a letter into 
the armed services to Captain Ketcham on May 4. 

Mr. Correr. How long a time elapsed, or how many had you de- 
livered or produced in that time? That is all we want to know. 

Mr. Baitey. May I explain this just a minute? I think it will 
answer your question very completely. 

Mr. Corrrer. We are going at a snail’s pace here and not covering 
the ground. 

Mr. Baitey. At May 4, which was my indication from them that 
we did not have the deviation in question covered by means of a letter, 
1 thought that we did, I thought it was the letter of October 2 

Mr. Correr. This has nothing to do with my question. 

Mr. Barry. I am coming to it, and you will have to bear with me 
just a moment. 

Captain Ketcham informed me that he knew we had spoken about 
using another type barrier material. We made no mention of our 
having had words with someone on it and he thought it was Mr. 
Smith. 

Now, I was promised that I would get 18,000 of these boxes back 
in my backyard if they did not conform to the requirements, which 
is your performance requirements. 

Just a minute, sir. That was on Tuesday or Wednesday. 

On Saturday, I was told not to ship any more unless we had the 
proper barrier material in it and we stopped all production as of 
that time. 

Now, whether there were 300, 400, or 600 shipped in that intervening 
few days, I don’t know. 

Mr. Correr. When did you receive a request to send two boxes to 
civil defense? 

Mr. Bamry. Down here to Washington to the agency? That is 
a little hard for me to state without referring to the records. 

Mr. Correr. Mr. Grove, are you here ¢ 

When did you get your two boxes down here in Washington, the 
two that you ordered to come in? 

Mr. Grove. I know it bas been more than a month ago, because 
I went on vacation about a month ago. 

Some time about perhaps within a month before that. 

Mr. Correr. Within the Jast 2 months? 

Mr. Grove. When we received the boxes; yes, sir. 

Mr. Correr. Where did you initiate your request to have the two 
boxes sent to you? 

Mr. Grove. I sent « note to our Procurement Division, who in turn 
requested ASMPA to divert perhaps two or whatever we asked for 
to our agency. 

Mr. Correr. Is there anybody here in ASMPA who handled that 
request and told Bailey or somebody to divert two boxes? 

Mr. Baury. I have it here. 
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Mr. Correr. What is that date? 

Mr. Baitey. May 26, 1953. 

Mr. Correr. May 26. 

Mr. Bailey, how can you account for the fact that when you contend 
that there were only 20 of these boxes made with the foil in them, and 
they were shipped out—how do you account for the fact that when a 
request came in in May from civilian defense that the boxes sent them 
are two boxes that have the foil in them—can you explain that 

Mr. Bauer. No, sir; I cannot. 

Mr. Correr. Is that not most disturbing ? 

Mr. Baitry. I assume that it is. 1 did not even know that we had 
sent any to them in May, but I see in the folder here we have. Itisa 
special sample as requested by ASMPA shipped at no cost to the 
Government. 

And here is their request. 

Mr. Correr. You can’t offer any explanation for that? 

Mr. Baiey. I have none to offer. 

Mr. Correr. In other words, only boxes that appear to have foil in 
them are the ones you sent in for tests to the ASMPA Laboratory and 
the ones you sent to the civil defense agency. ‘These boxes were in 
accordance with specifications ¢ 

Mr. Battery. No, sir. 

Mr. Correr. Well, I think you have already testified that you sent 
those original 20 along to a warehouse long ago. 

Mr. Bate. That is correct. 

Mr. Corrrr. Yet two with foils arrived here in Washington after 
this request of a month or so ago. 

Mr. Batter. I didn’t know anything about that, sir. I will be just 
us honest with you as I can be. 

Mr. Correr. Didn’t your company handle it ¢ 

Mr. Battxy. Yes, they did. Asa matter of fact, here is the signed 
receipt for them. 

Mr. Corrrer. Weren’t they handled out of stock ¢ 

Mr. Baitry. I assume so; yes. 

Mr. Correr. You were not making foil boxes at that time; you were 
putting on an asphalt coating, you say. 

Mr. Batrey. ‘lhat’s correct. 

Mr. Correr. Yet, these two that went to Washington, D. C., con- 
tained the foil in accordance with the original specification. 

Mr. Batuey. I don’t know what they had in them. You say that 
that is the case. 

Mr. Correr. I ask you to examine box 2—A and see if it does. You 
should know your own box. 

Mr. Barney. Yes, sir; that has got it in it. It does have it in it. 

Mr. Correr. Now, let us take up the discrepancy in the number of 
boxes that you have been paid for as against the number you had 
delivered at the time that they stopped delivery on you. 

Have you got an explanation for that 

Mr. Baiey. Yes, sir; a very good one. 

Mr. Correr. Would you be kind enough to give it to us? 

Mr. Battery. Following the telephone call of Lieutenant Ketcham, 
and my going in there on May 4, 1 week or approximately 10 days 
later, I was called by Lieutenant Ketcham and told verbally—I have 
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never had it verified by Jetter—that we could not ship any further boxes 
until we put in the specified material. 

Mr. Correr. Again you seem to be going around Robinhood’s barn. 
It is getting very late, Mr. Bailey. 

Would you come right down to the point? 

Mr. Battey. Would you repeat the question again ? 

Mr. Correr. Do you have any explanation as to how you got paid 
for between 400 and 500 boxes that you did not deliver ¢ 

Mr. Bamey. Yes. I do not know how I happened to get paid, but 
I know we did get paid for two DD-250 shipments of 216 that we 
did not deliver. The reason we did not deliver them was, as I was 
going to say, we were told not to deliver any more boxes until we 
had the proper barrier material in them as specified. 

Mr. Correr. In other words, that this 400 or 500, that just came at 
the break and you had invoiced and got told you were shut off and 
you could not ship them / 

Mr. Battery. That is not true. We could have shipped them; we 
were told not to ship them. 

Mr. Correr. You did not follow me. 

Mr. Batwwey. When the inspector makes his inspection, he deter- 
mines how many boxes you have, how many shipments that would 
constitute. 

Mr. Correrr. Yes. 

Mr. Baitey. He makes out the DD-250’s, which are receiving slips 
for those shipments. In this particular case it was—we had 2 DD- 
250’s calling for 216 each to be shipped to Mechanicsburg. 

Now, the foreman of the company, and the shipper maintain 
those until they have material available with trucks to transport them 
to destination. 

Mr. Correr. Foreman of the shipper? 

Mr. Battery. Foreman and the shipping clerk. 

Mr. Correr. They keep these DD-250’s¢ 

Mr. Bautey. We get 2 copies of them, 1 copy accompanies the load, 
the cargo. One copy—I don’t know whether it is the original or 
carbon copy, is our invoice to the Government. 

Mr. Correr. It supports your invoice / 

Mr. Battery. We could send that in without an invoice and be 
paid on just that. 

Mr. Correr. Did you? 

Mr. Battery. No; we always support with an invoice. 

Mr. Correr. Didn’t you certify that the stuff actually had been 
shipped ¢ 

Mr. Barter. I don’t know whether I had certified it or not. 

I have the shipping document in here. I can take a look at it. 

Mr. Correr. Would you? 

Mr. Battey. Yes,sir. They are certified. 

Mr. Corrrer. Let us see what the certification says, Mr. Bailey. 

Would you read that into the record ? 

Mr. Bauer. Yes, sir. 

Mr. Correr. Will you read it from the date, the date of the par- 
ticular certification ? 

Mr. Bamzy. Maybe I can find a clearer one. 

Mr. Correr. Isn’t that clear enough ? 
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Mr. Barney (reading) : 
I certify that the above bill is correct and just and— 
I cannot make out the next word— 


therefore, payment therefor has not been received: that all statutory regulations 
as to American production and labor standards and all— 


I guess that is conditions— 


conditions of purchase, applicable to the transactions have been complied with, 
and that the State or local sales taxes are not included in the amount of the 
bill. 

Now, that invoice—— 

Mr. Corrrer. Go ahead. 

Mr. Battery. That invoice is stapled to—this !s a copy that we have 
to make up because the Government gives me no receipt for the 
material that has been received by them. 

Now, our method of billing is this: When we get the shipping docu- 
ment it is an automatic proc cedure for the girl to type up the invoice, 
attach the DD-250 to it and forward it to this particular bank which 
has been assigned the contract. With it is a stamped envelope ad- 
dressed to the Fiscal Officer, Armed Services Medical Procurement, 
for them to forward it, inasmuch as we have nothing to indicate ex- 
cept this, and they want to look at this original. The original copy 
goes with the shipment to destination. 

Now, the receiving activity—this is not a complete DD-250—there 
is a space down at ‘the bottom where Mr. Murdock or whoever the 
inspector is will sign for it and put his Navy anchor on it. The 
receiving activity stamps that they have received that quantity in 
good condition, and they return that to the fiscal officer—that is my 
understanding. When the two come together, a voucher is made up 
and they are paid. 

Mr. Correr. You did have a trucking company? 

Mr. Battey. We have trucks. 

Mr. Corres. You have a separate corporation ? 

Mr. Battry. No; but we keep a separate entity, like a subsidiary. 

Mr. Correr. Not a corporation; you just keep your books separate ? 

Mr. Battery. That’s right. 

Mr. Correr. Did those records furnish anything to substantiate 
the fact that the boxes had been shipped or had been ‘Teceived by them 
for shipment ? 

Mr. Bairry. Yes; because the shipping clerk who has charge of 
the trucks had the DD-250’s in his possession, and the shipper—this 
is our own shipper, this copy here—the girl when she nde it out, 
he then knew that they had—this is for the port of Lake Charles, 
La.—that he had shipments to Lake Charles. He scheduled his trucks 
so that he could accordingly haul them. 

Mr. Correr. What is the name of the trucking company ? 

Mr. Barttey. Everything is under my name, BECO Motor Truck. 

Mr. Correr. BECO Motor Truck ? 

Mr. Battery. An abbreviation, that’s correct. 

Mr. Correr. BECO Motor Trucking? 

Mr. Bamry. That’s correct. 

Mr. Correr. Does that accompany the invoice that goes in to 


ASMPA? 
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Mr. Battery. The fiscal officer. 

Mr. Correr. Into this agency, is that right, Mr. Bailey ? 

Mr. Barer. I don’t know. 

Mr. Correr. What do you mean, fiscal officer, or what agency are 
you talking? 

Mr. Baitry. Under the billing instructions he tells you where to 
send them to; I am not sure whether he is in the agency. 

Mr. Correr. Wherever you get paid ? 

Mr. Bauer. We usually get paid out of Brooklyn somewhere. 

Mr. Correr. Actually a receipt from this trucking company, which 
happens to be your company, accompanies the invoice and the DD-250 
or Whatever this Navy inspection receipt is, is that correct? 

Mr. Battxy. That is correct. 

Mr. Correr. On that basis, you get paid ? 

Mr. Battery. No, sir, not normally. We did, however, in an instance 
of two shipments. 

Mr. Correr. Why wasn’t that normal? 

Didn’t this trucking company receipt show that the trucking com- 
pany had received the boxes for shipment or had received the boxes? 

Mr. Battey. That the boxes were available and we had to ship that 
particular quantity. This does not include the copy that is forwarded 
to the fiscal officer attached to our invoice, does not show it has been 
received. The only way they could get the signed shipper would be 
to have the receiving activity sign for it. 

Mr. Correr. Will you come back and explain once more why it was 
that these two shipments got in this peculiar position ? 

Mr, Battery. The telephone call that I had from Captain Ketcham 
informed me that I would have to put in the prescribed barrier mate- 
rial. I could not ship any further boxes, any more boxes until that 
was done, even though we had them loaded on the truck and they 
were ready to go out, we couldn’t ship them. I immediately informed 
the shipper and the foreman 

Mr. Correr. What shipper? 

Mr. Battery. My shipper. 

Mr. Correr. What do you mean, your shipper ? 

Mr. Batmtxy. The young man who takes care of this end of it. He 
said, we have two DD-250’s left over. I says, good, hand them back. 
We returned them to the inspection department. 

Mr. Correr. Yes. And already had been paid for it? 

Mr. Barrer. Not at that time. 

Mr. Correr. Go on. 

Mr. Battey. We had sent our copies in to the bank for forwarding 
to the fiscal officer. 

Mr. Correr. I noted your billing on July 27, 1953, a lot of 210 and 
your billings of July 28, 60 each, to Lake Charles. Does that mean 
that you have come to some conclusion with ASMPA to accept. this 
$3 on the rest of your boxes? 

Mr. Battery. Only on.4,500 that we had previously processed up to a 
point where we could do nothing about it. In the letter of June 12, 
we were instructed that the adhesive used in the sticking of the ply- 
wood to the fiber should be changed. 

Mr. Correr. Are you sure that the taking out of the vapor barrier 


had nothing to do with the withdrawal or the reduction of this price 
by $3? 
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Mr. Battey. There was another arrangement made for that, sir. 

Mr. Correr. Colonel Brown, let me say to you, regarding the reduc- 
tion of $3, did you consider that to include or to cover the changing 
of this specification to the cheaper material ? 

Colonel Brown. The $3 covered, in my opinion, any deduction in 
savings in cost that might have accrued ous that, and as an offer, 
it was an offer by a firm, that he was willing to do this and not as a 
contracting officer, but as chief contracting officer I approved it, the 
letter that went out accepting the offer on the 4,500. 

Mr. Correr. It is accepted ? 

Colonel Brown. No, sir. 

Mr. Correr. This matter is all concluded with Bailey Engineering 
about the change in the specification ? 

Colonel Brown. No, sir. 

Mr. Corrrer. You have accepted the $3 reduction ? 

Colonel Brown. No, sir. We have never accepted $3. On approxi- 
mately—and the word is “approximately”—4,500 boxes which were 
partially completed or completed at the time of the work stoppage—— 

Mr. Correr. It is settled, then, as to that 4,500? 

Colonel Brown. If you refer back to the letter of June 12, that 
refers to the entire contract, and this matter is not on the entire 
quantity. 

Mr. Rreutman. Let me get this straight, Colonel. 

The $3 reduction applied to the 4,500 that were completed ? 

Colonel Brown. Completed or partially completed at the time. 

Mr. Rrentman. That’s right, but there are still 9,000 or more to 
be completed, but there is absolutely no agreement made as to what 
the cost of those is going to be. 

Colonel Brown. Back in our letter of June 12, Mr. Bailey, the 
Bailey Engineering Co., was told that they would—was told that we 
would make a cost analysis of his entire contract and determine what 
savings had been made on the overall affair. 

Mr. Reiman. But the 4,500—but the $3 on each box that there 
has been an adjustment made, it doesn’t apply to the 15,000; it ap- 
plies to what has been constructed up until this present time. 

Colonel Brown. Only the 4,500. You can use a local expression 
that I picked up a long time ago, and that is that a bird in the hand 
is oak two in the bush. I had an opportunity to get $13,500 for the 
Government, and I took it. 

Mr. Bammer. The 4,500, sir, we could do nothing with them in re- 
gard to the change in the adhesive that was asked for. 

Mr. Correr. To put it another way, the 4,500 you had on your 
hands already made, and you were willing to take the $3 reduction so 
that the Government would pay the rest of the money on your box, 
isn’t that actually what happened? 

Mr. Battery. No, sir. We had made arrangements, they had held 
up payments for boxes that had actually been delivered, but they 
had paid for two loads that we had not delivered. It was through no 
inability of ours to furnish these boxes. We had production which 
was roughly 300 a day at that time. All we had to do was to ship 
out those 300 boxes or wait for the next inspection, and apparently 
somewhere along the line a miscount had either accumulated or been 
made at one time, because we did not actually have 300 boxes that 
were ready to go at that time that were completely finished. We had 
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about 4,500 of them that were in some process of completion. I be- 
lieve the number was 1,800; the inspection department came out and 
counted them, each one at that time, that were completed. 

Mr. Correr. Actually, you had a situation like this: They went 
out, and they caught this business of your not complying with speci- 
fications. They stopped production. Then you had a backup here of 

his amount that I have got on my hands, I 


4,500, and you said, on t 
will cut down $3? 

Mr. Batter. No, sir; that is not true. Let me take you right back 
to here. They did not catch me in anything. I showed them what I 
was doing. Item 2 is that we were continuing to ship until we got 
a notification which was only a telephone call not to ship any more. 
We made inquiry 

Mr. Correr. You got a wire, I understood. May we have your 
letter of June 12 and all the chain of correspondence and answers in- 
troduced in the record at this time, Mr. Chairman, on all this matter? 

Colonel Brown, do you understand that? 

Colonel Brown. I will attempt to find the letter of June 12. 

Mr. Correr. We want it introduced in the record, and you will pro- 
duce copies of it so that that may be done. 

Mr. Rrentman. Without objection, that will be done. 

(The material above referred to follows:) 
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MEMORANDUM FOR THE RECORD 
JUNE 5, 1953. 
Subject : OIN-42687, Bailey Engineering Co. 

1. Conference held this date regarding status of above-referenced contract. 

2. The following from ASMPA attended this meeting: Colonel Currie, Com- 
mander Murphy, Colonel Brown, Lieutenant Kramer, Commander Timberlake, 
Commander Liedman, Mr. Beall, Mr. Simon, Mr. Pyle, Mr. Smith. 

3. This conference held in regard to final decision to be rendered as a resuit 
of special testing performed on the blood box. 
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4. The decision as rendered by the engineering and development was that the 
box was acceptable as functionally O. K. 

5. Therefore the final decision as made by Colonel Currie, Chief of the Agency, 
is as follows: 

(a) Box is acceptable as functionally O. K. 

(6) Smaller details such as correction of vulcanizing, strengthening handles, 
thickness of plywood, must be corrected. 

(c) Careful analysis of all costs must be made to determine a proper price 
adjustment for use of rubberized material in the box in place of the moisture- 
proof envelope. 

(d) Mr. Bailey would be brought in for conference Monday, June 8, and in- 
formed of the above decision. 

M. KRAMER, 
Lieutenant, MSC, USN, Purchasing Officer. 

A certified true copy: 

M. KRAMER, 
Lieutenant, MSC, USN. 





MEMORANDUM FOR THE RECORD 
JUNE 8, 1953. 
Subject: OIN-42687, Bailey Engineering Co. 

1. Conference held this date as result of meeting June 5, 1953. 

2. The following were present at this meeting: Commander Murphy, Com- 
mander Timberlake, Commander Liedman, Colonel Angell, Colonel Brown, 
Lieutenant Kramer, Mr. Smith, Mr. Beall, Mr. Simon, from ASMPA; Mr. Bailey, 
Bailey Engineering Co.; Mr. Dwyer, Mr. Bailey’s attorney; Mr. Murdock, in- 
spector of Naval material, Passaic; Commander Foley, inspector of naval 
material, Passaic. 

3. At this conference Mr. Bailey was informed of all the decisions made as a 
result of the conference held June 5, 1953. 

4. Mr. Bailey agreed to comply with all the points mentioned in my memo- 
randum of June 5, 1953. 

5. Mr. Bailey would be permitted to resume production and shipments. 

6. Complete cost breakdown would be performed by the Price Analysis Branch 
of this Agency. 

M. KRAMER, 
Lieutenant, MSC, USN, Purchasing Officer. 

A certified true copy: 

M. KRAMER, 
Lieutenant, MSC, USN. 


—————— 


THE BAILEY ENGINEERING Co., INC., 
Ramsey, N. J., June 9, 19538. 
Ref: Contract No. MPA-30-387—md-—18435 OIN-42687. 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
Brooklyn, New York. 
(Attention: Col. Max Brown.) 


GENTLEMEN: In accordance with agreement made at our meeting of June 8, 
1953, we wish to request the following: 

1. That a cost analysis be made of our records by Armed Services Medical 
Procurement Agency personnel with a view to determining any savings that may 
have arisen from changes in specifications. In the event that any savings have 
been made, it is understood that a contract modification will be issued. 

2. We hereby request permission to resume manufacture and shipment of this 
item in accordance with our conversation of June 8, 1953. 

Yours sincerely, 
L. H. BAILey. 

A certified true copy: 

M. KRAMER, 
Lieutenant MSC, USN. 
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JUNE 12, 1953. 
Re: Contract OIN-42687 Stock No. NS-4-CDV-156, Container, Shipping, Insulated, 
Type I-M-I. 
BAILEY ENGINEERING CO., 
Ramsey, N.J. 

GENTLEMEN: Reference your letter June 9, 1953, subject contract is being 
modified as follows: 

“On purchase description No. 8, dated April 16, 1952. 

Paragraph 3.1.1 plywood: Delete “3¢’’ thick” and substitute “s's’’ thick.” 

Paragraph 2.1 Delete “MIL—B-131” and substitute “MIL-A-101a.” 

Paragraph 3.1.7 Add “adhesive shall conform to requirements of MIL-A-101a 
for adhesive water resistant, for sealing fiberboard box.” 

Paragraph 3.2.1.1 In the 17th line delete the sentence beginnig “a close fitting 
hert sealed envelope in its entirety” and substitute the following: “The complete 
interior of the plywood trunk shall be coated with a minimum of %’’ layer of 
adhesive conforming to MIL—A-101la to act as a moisture vapor barrier. After 
assembly of cemented styrofoam insulation the complete interior shall be sprayed 
with a minimum of 14”’ layer of adhesive conforming to MIL—A-101a.” 

In line 23 delete the words “the turned-in top of the moisture vapor barrier.” 

In line 24 delete the sentence beginning “the foregoing assembly up to but not 
including the words “the plywood box.” 

On page 4, line 3, delete “3¢’’ plywood” and substitute ‘%, 

Paragraph 3.2.1.2 Lid section: Line 8, delete the sentence “The insulation 
shall be enveloped in its entirety and substitute the following: “The interior 
of the lid shall be coated with a minimum of 4%”’ layer of adhesive conforming 
to MIL-A-101a: after installation of the styrofoam insulation, the styrofoam 
shall be coated in a like manner.” 

In accordance with the agreement made at the meeting held at this office on 
June 8, 1953, you are to make the following corrections covering the workman- 
ship on the shipping container : 

1. The distance of the staples were too far apart and must be corrected to 
conform to specification requirements. 

2. The adhesive of the vulcanized fiber to the plywood must be corrected. 

A representative of the Price Analysis Section of this Agency will call at your 
plant to make a cost analysis of your records on subject item to determine 
whether any savings have been incurred due to specification changes. If such 
a savings is revealed a modification will be initiated to revise the price. 

You are hereby authorized to resume manufacture and shipment of this item. 

Shipping instructions will be forwarded to InsMat as soon as destinations have 
been received from FCDA. 

The Fiscal Division of this Agency has been instructed to resume payments of 
invoices on this contract. 

Very truly yours, 


se 


E. LEONARD, 
Lieutenunt Colonel (MSC), Chief, Buying Branch 6. 

A certified true copy: 

M. KRAMER, 
Lieutenant MSC., USN. 

Mr. Correr. Mr. Chairman, I think that there are a lot of questions 
here that are unanswered and I think we are going around Robinhood’s 
barn, and I feel that perhaps—— 

Mr. Battery. Here is the date of the stop order. 

Mr. Corrrr. Perhaps some action should be taken by this committee 
to refer this. 

Mr. Rreutman. Well, Mr. Counsel, if you will be kind enough to 
wait for any suggestions for just a few minutes, please, I would defer 
that action. If you have a few more questions you would like to ask 
Mr. Bailey, you might do that. 

Mr. Correr. I think we have accomplished or I have accomplished 
about all I can along this line. 

Colonel Brown. I have the letter dated June 12. 1953, which was 
directed to Mr. Bailey. 
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Mr. Correr. May that be introduced in the record and may his 
answer and the whole chain of conversation or correspondence with 
respect to the wire stopping payment, the whole line of testimony, so 
that we can have a complete documentation as to what took place and 
what the decision of the Agency was, be put in the record ¢ 

Colonel Brown. All right, 5 sir, we will have to furnish that from 
the Agency. 

Mr. Correr. Yes. 

You cannot furnish any better explanation as to how the Civil 
Defense happened to get these boxes with the foil liners, though ? 

Mr. Bamry. No, sir; I did not even know that they had gotten 
any. 

Mrs. Battey. I have something I wanted to say here. 

Mr. Rrentman. Would you identify yourself and be sworn if you 
want to make a statement ? 

Mrs. Battey. I am Mrs. G. R. Bailey, of Bailey Engineering. 

Mr. Rreutman. Would you be sworn, please? Raise your right 
hand. 

Do you solemnly swear that the testimony to be given before this 
committee will be the truth and nothing but the truth, so help you 
God? 


Mrs. Battery. Yes. 


TESTIMONY OF MRS. G. R. BAILEY, BAILEY ENGINEERING CO., 
RAMSEY, N. J. 


Mrs. Battey. I was about to say, I believe Mr. Bailey is perfectly 
correct in his statement that he knew nothing of these two boxes, 
because he was not in the plant at that time. He was ill at home, and 
I think that can be borne out by a doctor’s record. 

Mr. Correr. Could you offer any explanation as to how these boxes 
happened to get down here that do conform with the original speci- 
fication ? 

Mrs. Battey. The only thing I can say—and you must accept this 
as being the best of my recollection, because I have nothing in front 
of me here to corroborate it—the only thing that I can say is that an 
eager beaver, perhaps, in our plant dec ided that, well, there was a 
fuss made about the foil, and someone had said, “Don’t send any more 
out without the foil, put the foil in”; that is the only suggestion I can 
offer. 

Mr. Correr. It did not come to your attention? 

Mrs. Battery. No. 

Mr. Correr. Are you an officer? 

Mrs. Battery. Yes. 

Mr. Correr. You work there at the plant ? 

Mrs. Battey. Yes, sir. 

Mr. Correr. Are other members of the family working there in the 
plant ? 

Mrs. Battey. Mr. Bailey, Sr., does on occasion. 

Mr. Correr. And you and your husband are the chief ones? 

Mrs. Battery. Yes. 

Mr. Correr. Is there anything else you want to say ¢ 
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Mrs. Battry. No, except to further bring out the statement that 
inasmuch as there is such an emphasis being made on the 2 DD250’s 
that were not shipped that I would like to get on the record the fact 
that payment was held up on 1,000 of them that they had already had 
in their possession. So they were not out a dime. 

Mr. Correr. Mr. Bailey, you mentioned a foreman or superintendent 
that you had that is no longer with you. What was his name? 

Mr. Batter. We have everyone with us. 

Mr. Correr. A shipper or someone. 

Mr. Batwtey. Mr. Stafford was the project engineer on this at its 
inception. 

Mr. Correr. Formerly a naval inspector ? 

Mr. Bauer. That is correct, sir. 

Mr. Correr. How did you happen to employ him? 

Mr. Batter. Came to me for the job. 

Mr. Correr. Did he work as an inspector in your plant prior to 
that time? 

Mr. Bamey. That is where I originally met him. 

Mr. Correr. You made him what? 

Mr. Battery. I made him a project engineer. He came to us just 
shortly before we got this contract or shortly afterward, I don’t recall 
which, and—— 

Mr. Correr. Is this the only sizable project that you have at the 
present time # 

Mr. Baitey. We have had quite a few sizable projects of a manu- 
facturing nature, but only the blood-box contract at present. 

Mr. Correr. This is the only thing? 

Mr. Battery. We have completely lost touch since this thing has 
happened. We have been closed down for almost the past 2 months. 

Mr. Correr. You have been closed down in what respect? You 
are not still making this contract ? 

Mr. Baitey. Oh, yes, we are. We are finishing up the 4,500 that 
we were-— 

Mr. Correr. That you took a cut rate on? 

Mr. Battery. That’s right. I wanted to show you—— 

Mr. Correr. Does that complete your contract for 30,0002 

Mr. Battery. No, you will still have approximately 9,000 to go, and 
those 9,000 must be in conformance with the deviations and modifica- 
tions as outlined in their letter of the 12th, and as we have been 
experimenting with putting the fiber on by a hot-press method instead 
of a hot-laminated method. 

Mr. Correr. I wonder if you, Colonel Carow, can answer this? I 
think you were there at that time. Why did the Army see fit to have 
a company that had never done this before, experiment with this type 
of thing when you were so far behind as was brought out this morning 
in carrying out the request that you had already received from your 
armed services ? 

Colonel Carow. No one was making this type of thing except 
possibly Hollinger. No one was making this type of thing. There 
were no companies experienced in making these. This is not a com- 
mercial commodity. This is military. 

Mr. Correr. Does it not repeat itself again and again that when 
you for a couple of dollars depart and go to some outfit that has to 
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pioneer in know-how and so forth and make this thing from scratch 
that you run into great trouble and expense and dissatisfaction ? 

Colonel Carow. That is true. With the advent of mobilization 
we had unending trouble with that. Our difficulty was in trying to 
keep people, get people to make things that were not in the experi- 
mental line. We found ourselves in many cases giving them engi- 
neering services in the sense of teaching them how to make things. 
That is a general statement. 

Mr. Rrewiman. The hearing will stand in recess for just a few 
minutes. 

(A short recess was taken at 6: 15 p. m.) 

Mr. Rreniman. The subcommittee will come to order. 

Ladies and gentlemen, the hour is getting late. We have heard 
evidence here today on both sides of this case and from the people 
in the service. This committee recessed long enough to discuss the 
problem and to come up with some suggestions. 

I am not so sure that I want to use the word suggestions, but we have 
come up with the thought in mind that we are pretty much dissatis- 
fled with what we have heard here today in this case. 

We have had many cases that we have been very much displeased 
with. We feel that this is a matter that must be looked into and 
taken care of and reported on to this committee immediately. 

For that reason, 1 am going to ask Mr. Melvin Dow, who is at- 
torney for the Department, if he would be kind enough to tell us what 
his attitude is and what he thinks can be done and will be done in 
respect to this case. 

Mr. Dow, would you like to make a statement at this time ? 

Mr. Dow. Yes, I would, Mr. Riehlman. 


STATEMENT OF MELVIN A. DOW, OFFICE OF THE DEPARTMENT 
COUNSELOR, OFFICE OF THE SECRETARY OF THE ARMY 


First of all, perhaps I should identify myself more fully for the 
record. My name is Melvin A. Dow, and I am from the office of 
the Department counselor, Office of the Secretary of the Army. 

I want to say asa general matter that we in the Army—and I know 
I speak for a joint agency like the Armed Services Medical Procure- 
ment Agency, too—are very grateful for the opportunity of working 
closely ‘with the Riehlman Military Operations Subcommittee. 

You people have brought to our attention many cases where there 
was room for improvement, where there was room for improving our 
business practices, of spending the taxpayer’s dollar more w ‘isely, 
and we are grateful for those opportunities and want to assure you that 
as a general matter the Army and also all of the armed services 
represented in the Armed Services Medical Procurement Agency 
want to continue our profit by your counsel and advice. 

With respect to this particular case, I think that we can undertake 
to take action on three specific points: 

First of all, there is the matter of the adequacy of these blood 
boxes to ship whole blood to our fighting men and get it there in 
safe condition. 

The testimony today has brought out some possibility of disagree- 
ment as to the experts in the field, our own engineering and develop- 
ment people and the representatives of the National Bureau of Stand- 
ards. Each of them, I am certain, has professional qualifications that 
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none of us wish to challenge, and of course it is impossible for a layman 
hearing testimony like this to pass judgment with complete confidence 
or complete accuracy. 

But I do want to say this, that the Army will urge the Armed Serv- 
ices Medical Procurement Agency, the joint agency, to take steps to 
look into all matters of disagreement between our own engineering 
experts and those on the National Bureau of Standards and to see 
whether those difficulties and those points of disagreement can be 
reconciled. 

Until that is done, and until full accord can be reached between 
those persons, or such independent experts as must be brought in, the 
Army will, to the extent practicable, defer use of the blood boxes in 
question. 

I cannot make an unqualified commitment on that point because I 
have no first hand personal knowledge now about the adequacy of sup- 
plies of other blood boxes other than those that have been called into 
question today. 

It may possibly be necessary to continue to use these under certain 
controlled conditions, if the need is urgent and the other sources of 
supply are limited. However, to the extent practicable and insofar 
as possible, we will defer use of these. 

Now, of course, the matter of the adequacy of these blood boxes for 
use raises some question as to the adequacy of the present specification, 
and depending upon what is finally determined by the conference of 
the experts on the subject, the Army will make such recommendations 
as appear necessary to the Armed Services Medical Procurement 
Agency to revise or make whatever appropriate corrections should be 
made in the existing specifications, if any seem to be called for. 

Now, the second point to which I want to address a remark is that 
of the deviation in specification as to the moisture vapor barrier and 
that in turn breaks into three subcategories. That has apparently been 
reviewed already by the present C hief of the Armed Services Medical 
Procurement Agency. I think that wisdom now calls for our putting 
at his disposal « all the additional information that has been brought out 
by the committee here today in the course of your investigation, in the 
course of your getting the cooperation of the General Accounting Of- 
fice and the National Bureau of Standards and in the course of your 
eliciting the testimony that came out at the hearing today. So we pro- 
pose to put before the Chief of the Armed Services Medical Procure- 
ment Agency all the additional information that has been brought out 
today, so that he can determine first of all whether the substituted 

vapor barrier is adequate and what adjustment should be made in cost. 

Those things, of course, are under present study. 

The question as to whether this was done in good faith or otherwise 
is a matter that will be taken up by the Army through its channels 
with the appropriate section of the ‘Judge Advocate General’s Office, 
and if the facts warrant, after everything is brought to light, it will 
be referred to the appropriate agency, which will ‘be the Department 
of Justice. 

The third point that I want to mention is the problem of apparently 
obtaining payment for shipments that may or may not have been made. 

Now, we unde etal a few moments ago, as I suppose you will recall, 
to check the DD-250 forms against the invoices and perform a tally to 
see whether they reconcile. 
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After we have done that, three courses of action may again be 
hecessary. 

No. 1, we may be called upon either to take some action to recoup 
money that the Government has already paid, or to withhold payment 
until we have received full value in terms of material supplied for 
what we have paid, 

Second of all, there are problems of putting a person on the un- 
acceptable bidders’ list which was brought out by Colonel Carow’s 
memorandum, and third of all, again, is the question of good faith 
which will be weighed in the light of all the facts that are brought 
out here today, as well as those developed by the Inspector General’s 
investigation, and referred, if appropriate, to the Department of 
Justice. 

I want to emphasize, Mr. Chairman, that we propose to move ahead 
with these things immediately and to take aggressive action. I know 
that the committee is deeply interested in this and we propose to report 
to you on the action that is taken as a result on each of these points. 

Again I want to say that we are grateful to you for the opportunity 
of making a statement, and indicate to you what we propose to do, 
and we are also grateful for your help in bringing to our attention 
facts that are certainly relevant on the point and will enable us to do 
what we all intend to do, namely, buy the best material possible to 
supply the Army, Navy, and Air Force with the least expenditure 
of our Government’s money. 

Mr. Rieuiman. Mr. Dow, we deeply appreciate your sincere state- 
ment. We shall look forward with anticipation as to what action is 
taken in respect to this case, and we will wait a report from your 
department in respect to it. 

The subcommittee will stand adjourned at this time. 

(Whereupon, at 6:37 p. m., the meeting was adjourned. ) 
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TUESDAY, FEBRUARY 23, 1954 


House oF REPRESENTATIVES, 
Minrrary Operations SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 


The subcommittee met, pursuant to call, at 10:35 a. m., in room 
429, Old House Office Building, Hon. R. Walter Riehlman (chair- 
man of the subcommittee) presiding. 

(Present: Representatives R. Walter Riehlman (chairman of the 
subcommittee), Marguerite Stitt Church, Glenard P. Lipscomb, Chet 
Holifield, Frank Ikard, and Bill Lantaff.) 

(Also present: Michael P. Balwan, staff director; Paul J. Cotter, 
chief counsel; Robert T. Morris, and James F. Eckhart, staff mem- 
bers; and Charles E. Wolfe, investigator, General Accounting Office. ) 

Mr. Rrenitman. This hearing will come to order. 

May I say, for the record, in the first instance, this is an executive 
session. It was so advertised, and each member who is here today or 
person who will testify understands that this is an executive session. 

While we are taking some of the testimony, if it is necessary for 
some of the people to have to leave the room because of additional 
evidence we will want on the record from the Military Department, 
we will ask you to leave at that time, and I want you to understand 
the reasons for it. 

Have the record, Mr. Reporter, show the members of the committee 
who are present this morning. 

I would like to read a statement into the record. 

Last July this subcommittee held hearings on the matter of the 
Armed Services Medical Procurement Agency’s handling of a pro- 
curement of blood-shipping containers. Not entirely satisfied with 
the fact adduced at the hearings we held at that time, the sub- 
committee requested that additional investigation be conducted by 
the General Accounting Office, and we considered putting out a report 
on the basis of the facts developed at those hearings and from sub- 
sequent investigations. However, so much information has been de- 
veloped since the hearing in July that, in fairness to the Armed 
Services Medical Procurement Agency, it was finally decided to hold 
this hearing today in order to provide an opportunity for comment 
on the additional material and to better assure an accurate appraisal 
of all the facts. 

We do not wish to rehash all of the testimony that we had in the 
previous hearing, but there are certain matters which are of particular 
concern to us and we will attempt to confine our proceedings today 
primarily to those areas. 
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Now. I want to say this, in fairness, too: That the subcommittee is 
fully appreciative of the numerous difficulties and problems which 
must be handled in the day-to-day business operations of a large pro- 
curement agency and which, in retrospect, and when pinpointed by 
subsequent investigations, could be made the subject of criticism. 

It is not the purpose of this subcommittee to attempt to second- 
guess the services in decisions which are made incident to their busi- 
ness operations. We are quite aware that mistakes are going to be 
made in the most efficient of operations, 

What we are concerned with are practices which seem unbusiness- 
like and wasteful; a course of action which appears unrealistic by 
standards of normal business procedures; costly efforts to cover up 
previous blunders, and policies which prevent Congress from having 
access to all of the facts. When these conditions are found, the sub- 
committee will be most critical; but we want to be right in our find- 
ings, and that is why we are taking the time to hold another hearing 
today in this matter. 

For example, the subcommittee has gained the impression from 
facts developed to date that the agency made a very bad job of award- 
ing these contracts for blood-shipping containers to the Bailey Co. in 
the first place. We want to go into this phase at greater length 
and to give the witnesses for the agency a full opportunity to comment 
on it today. 

It is our impression that the inspection system and personnel em- 
ployed to make sure that the blood-shipping containers met specifica- 
tions were totally inadequate to do that job. 

The subcommittee has the definite impression that an inferior and 
possibly inadequate product was obtained from the Bailey Co., al- 
though the agency has indicated that this product is equal to or 
superior to the product originally specified. The subcommittee cer- 
tainly desires to hear more evidence on this phase of the matter. 

The subcommittee is of the impression that when the agency was 
placed on notice that the Bailey Co. was deleting the moisture-vapor 
barrier bags from the product it did not take adequate steps to deter- 
mine whether fraud was involved or to determine in what other 
respects the box had been cheapened. 

IF'rom the facts, the subcommittee is at a loss to understand how 
the agency permited the Bailey Co. to go ahead into production 
after it had found serious deviations from the contract specifications, 
overpayments, and so forth, and then, at a later date, apparently dis- 
covered other deviations from specifications. 

We are also somewhat concerned with the liberties which the agency 
appears to have taken with respect to specification amendments sub- 
sequent to the awarding of the contract and after the other bidders 
had been eliminated. 

Finally, it is the subcommittee’s feeling that there is confusion with 
respect to the results of the temperature tests conducted by the Bu- 
reau of Standards and the agency laboratory, particularly with 
respect to the attached instructions for the refrigeration of the boxes. 

May I say again that it is hoped that this hearing today will clear 
up many of these discrepancies, and to the point that the committee 
will be in a position to write a constructive report of this matter. 

At this time, before proceeding with the testimony of witnesses, I 
think it might be appropriate to include in the record biographical 
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sketches furnishes by the Department of the Army for Col. Theodore 
M. Carow, former Chief of the Armed Services Medical Procurement 
Agency, and Col. Howard F. Currie, present Chief of the Agency. 


Exuipit 13A 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE DEPARTMENT COUNSELOR, 
Washington, January 26, 1954. 
Hon. R. WALTER RIEHLMAN, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, House of Representatives. 


Dear Mr. CHAIRMAN: Purvuant to the request of Mr. Paul Cotter, chief 
counsel of the subconunittee, this letter forwards biographical sketches of Col 
Theodore M. Carow and Col. Howard F. Currie. It is understood that this 
information is needed for preparation of the committee report on the investiga- 
tion of the procurement of blood boxes by the Armed Services Medical Procure- 
ment Agency. 

Sincerely yours, 
JOHN G, ApAMs, Department Counselor. 


Exnuisit 13B 


BioGRAPHY OF CoOL. THEODORE M, Carow 


Colonel Carow received his B. 8S. and M. D. degrees in medicine at the Uni- 
versity of Illinois in 1931. Following internship in Chicago, he engaged in 
private practice of medicine in Augusta, Ill. From 1933 to 1935 Colonel Carow 
studied surgery at Mayo Clinic under a fellowship grant. While at the Mayo 
Clinic he became interested in medical military matters and became a member 
of the Officer Reserve Corps in 19384. In 1935 Colonel Carow entered active 
duty and served with the Civilian Conservation Corps as company surgeon. Fol- 
lowing competitive examinations, Colonel Carow was commissioned in the Regular 
Army in December 1936, and in 1937 and 1938 he attended the basic medical 
military course given for Medical Corps officers at the Army’s Walter Reed 
General Hospital, Washington, D. C., and at Carlyle Barracks, Pa. 

After serving tours of duty at various military posts, Colonel Carow began 
duty with the Medical Supply system in January 1940 at the old St. Louis 
Medical Depot, Second and Arsenal Streets, then under the command of Lt. Col. 
Royal K. Stacey, MC. Prior to the opening of hostilities of World War II, Colo- 
nel Carow initially established the Medical Section, Chicago Quartermaster 
Depot in December 1940 and served at that installation successively as pur- 
chasing and contracting officer, Medical Supply officer, and with the establish- 
ment of that organization as a branch medical depot, as the commanding officer. 
In 1943 Colonel Carow was detailed as Medical Supply officer at the New York 
Port of Embarkation and was concerned with medical supply for the overseas 
areas served by that port. In 1945 he was ordered to the European Theater 
of Operations for duty and initially served as the theater surgeon’s liaison 
officer with the theater transportation officer in matters relative to the reship- 
ment of medical supplies from Europe to the Pacific area. 

At the cessation of hostilities, Colonel Carow served as executive officer at 
the 97th General Hospital, Frankfort, Germany. Upon return to the United 
States in 1947, he entered the Nation’s highest military school, The Industrial 
College of the Armed Forces, Washington, D. C. In 1948 he was detailed for 
duty in the Office of The Surgeon General as Deputy Chief of the Medical Supply 
Division. In 1949, Colonel Carow was ordered to the Armed Services Medical 
Procurement Agency, New York, and served successively as Deputy Chief and as 
Chief of the Armed Services Medical Procurement Agency. In this position he 
was responsible for all matters related to procurement for the Medical Depart- 
ments of the Army, Navy and Air Force and the Federal Civil Defense Adminis- 
tration. During this period, and in conjunction with the national blood pro- 
gram, he served on the Department of Defense Committee on Whole Blood, Blood 
Derivatives, and Plasma Expanders. This was a logical assignment for as Chief, 
Armed Services Medical Procurement Agency he was responsible for all matters 
relating to the obligation of funds to accomplish the programs for the Depart- 
ment of Defense and Federal Civil Defense Administration, in the national blood 
program. 
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Following termination of his duties as Chief, Armed Services Medical Pro- 
curement Agency, Colonel Carow was ordered to the St. Louis Medical Depot, 
where he assumed command of that organization on May 1, 1953. Colonel 
Carow has been given additional duties as assistant to the new Chief, Armed 
Services Medical Procurement Agency, for all matters relating to those elements 
of that organization located at the St. Louis Medical Depot. Colonel Carow has 
expressed his intense pleasure of again having the opportunity to serve at the 
St. Louis Medical Depot and again working with the civilian employees of the 
depot who were serving at the old St. Louis Medical Depot at Second and Arsenal 
Streets in 1940, together with those civilians and military personnel on duty 
at this post. 

Colonel Carow has stated that he is proud to be the Commanding Officer of the 
St. Louis Medical Depot, which is known throughout the world for the high 
quality of service it performs and it is his desire to continue the high standards 
that the military and civilian personnel have hereby established. 


ExHIipit 14 


MILITARY BroGrRapnuy OF Cor. Howarp F. Curri£t, USAF (MC) 


1. Colonel Currie entered the military service as a first lieutenant, Medical 
Corps, United States Army, in June 1935. He has served in the Armed Forces 
continuously since that time with the exception of the period 1946—49, during 
which he was engaged in the civilian practice of medicine in De Funiak Springs, 
Fla. He received a B. S. degree from the University of Florida in 1930 and 
an M. D. degree, with honors, from Tulane University Medical School in 1934. 

2. During the first 5 years of his service his assignments were generally those 
of a company grade medical officer at various stations and on USA transports. 

3. In 1940 Colonel Currie entered the medical supply field as a medical supply 
student in the medical section of the New York General Depot, Brooklyn, N. Y. 
After 4 months as a student he was given a duty assignment with this depot 
and continued in this assignment until August of 1942. During this period he 
functioned as production planning officer for 7 months, assistant purchasing 
and contracting officer for 6 months, and purchasing and contracting officer for 
17 months. 

4. In August 1942 Colonel Currie became the officer in charge of the Army 
Medical Purchasing Office of the New York Medical Depot and continued in 
this capacity until May 1944. During this period the Army Medical Purchasing 
Office, under Colonel Currie, was responsible for the following accomplishments : 

(a) A tremendous expansion of the national production of medical and dental 
supplies and equipment to meet the needs of the United States and its allies. 

(b) The establishment in conjunction with industry of production facilities 
in this country for the production of penicillin, atabrin, and sulfa drugs. 

(c) The development of production facilities for the production of surgical 
and dental instruments from a point where this industry was able to meet only 
approximately 15 percent of the Nation’s requirements before the war to a 
point where it met 100 percent of the national requirement during and after 
the war. 

(d) Implementation of plans and the development of facilities for the process- 
ing and production of blood plasma required to support the war effort. 

(e) The expenditure of hundreds of millions of dollars for medical and dental 
supplies and equipment to support the war effort of the United States and the 
lend-lease program for its allies. 

5. In May 1944 Colonel Currie left the Army Medical Purchasing Office and 
was assigned as Deputy Chief of Supply in the Office of the Army Surgeon 
General, where he remained until September of 1945. During this period 
Colonel Currie was largely responsible for the development of the precept for 
the joint Army-Navy Medical Procurement Office which was established in 
New York in 1945. 

6. In October 1945 Colonel Currie departed for service in the Far Bast where 
he served as deputy surgeon of the Far East Command until his resignation from 
the service in the fall of 1946. 

7. During the period 1946-49 in which Colonel Currie was engaged in the 
civilian practice of medicine, he was largely responsible for the design and 
construction of the De Funiak Springs, Fla., Hospital which was constructed 
under the terms of the Hill-Burton Act. Also during the period in July 1948 
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Colonel Currie was appointed and served as a member of the Medical Supply 
Task Force of the Committee on Federal Medical Service of the Hoover 
Commission. 

8. Colonel Currie reentered the military service as a colonel, USAF (MC), 
in December 1949, serving first as deputy commander of the Air Force Hospital 
at WDglin Air Force Base, Fla., and as commander of the USAF Hospital at 
Francis E. Warren Air Force Base, Wyo. 

9. In June of 1951 Colonel Currie was assigned as Deputy Chief of the Armed 
Services Medical Procurement Agency, continuing in this capacity until March 
26, 1953, at which time he became Chief of the Agency. 

10. Colonel Currie’s effectiveness ratings during his entire military career have 
consistently been in the highest brackets. 

11. On October 5, 1945, he was awarded the Legion of Merit for outstanding 
service rendered from September 1942 to August 1945. A copy of the citation 
for this award is attached herewith. 


CITATION FOR LEGION OF MERIT 


Col. Howard F. Currie displayed exceptionally meritorious conduct in the 
performance of outstanding services from September 1942 to August 1945. 
Assuming command of the New York Medical Procurement District upon its 
separation from the Medical Section of the Army Base Depot, Brooklyn, N. Y., 
Colonel Currie, with unusual initiative and ability, expanded and coordinated 
his activities with such efficiency that procurement policies adapted to medical 
department operations were rapidly adopted and new manufacturing facilities 
developed. When, in September 1943, all procurement activities were trans- 
ferred to New York, Colonel Currie’s command became the Army Medical Pur- 
chasing Office, and the resulting reduction in the number of field installations 
permitted the transfer to it of other procurement activities from Washington. 
Assigned additional duty as Director of the Purchasing Division, Supply Service, 
Office of the Surgeon General, he rapidly consolidated his activities into an 
organization that immediately fulfilled all procurement needs of the medical 
service. Later, as Deputy Chief of Supply Service, be continued to supervise his 
previous activities and assumed additional responsibilities. Colonel Currie 
throughout this period has rendered outstanding service and has been of material 
assistance to the war effort. 

Mr. Rieuiman. The first witness we will call today will be Mr. 
James B. Ketcham. 

Mr. Lanrarr. Mr. Chairman, in view of the fact this is an execu- 
tive session, I wonder if the services can vouch for the attendance of 
all who are here today. 

Mr. Rireuiman. I think that is a very good point. 

Is there someone here who can vouch for the gentlemen who are 
present from the services? 

Mr. Dow, can you do that? 

Mr. Mervin A. Dow (Office of Department Counselor, Office of the 
Secretary of the Army). I will do that. 

Mr. Rreu~tMan. Who are the people who are not with the services? 

Will you please stand so we can see who you are? 

Mr. Dow. You are with the GAO? 

Mr. L. R. Kirvan (Assistant Chief of Investigations, Office of In- 
vestigations, General Accounting Office). General Accounting Office. 
Mr. Rreutman. Will you state your name for the record, please ? 

Mr. Kievan. Iam Mr. L. R. Kirvan—K-i-r-v-a-n—Assistant Chief 
of Investigations. 

Mr. Rreutman. All right; the next gentleman. 

Mr. Wuutam H. Aruirt, Jr. (Texas Trunk Co., Inc.). My name is 
Arlitt. Iam associated with the Texas Trunk Co., San Antonio; and 
this is my father, who is president of our firm. 

Mr. Rren~man. What is your name, sir? 

Mr. Witu1am H. Artuirt, Jr. Arlitt. 
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Mr. Rrenitman. What is the father’s name? 

Mr. Wim H. Aruirr, Jr. Arlitt, Sr. 

Mr. Rieuctman. All right. 

The two gentlemen right in back of you 

Mr. James B. Kercuam. I am James B. Ketcham, sir, and this is 
my brother, William B. Ketcham, Jr. 

Mr. Rrentmayn. All right. 

Mr. Warren M. Wurrmore (National Bureau of Standards). War- 
ren M. Whitmore. 

Mr. Rrentman. What is your position? Whom do you represent? 

Mr. Wurrmore. Bureau of Standards. 

Mr. Rrenitmayn. All right. 

Mr. C. W. Pues (National Bureau of Standards). C. W. Phil- 
lips, Bureau of Standards. 

Mr. Rien~man, The next gentleman. 

Mr. R. H. Howirger (Hollinger Corp.). R. H. Hollinger, Hol- 
linger Corp. 

Mr. Tom Manoney (Hollinger Corp.). Tom Mahoney, Hollinger 
Corp. 

Me. RreHuMAN. All right. 

If we could have James B. Ketcham come up here, we will proceed. 

Would you come up here, please, to this table, Mr. Ketcham ? 

Would you remain standing for just a minute? 

I wonder how many more officers from the Department and other 
people we are going to have here who are going to testify. 

I would like to have them all sworn at once, if I can. That will 
save us a lot of time. 

Mr. Dow, do you have present all who are going to testify ? 

Mr. Dow. Yes, sir. 

Mr. Rres_man. I think if we can get the names on the record I will 
have them all sworn at once, and then if we have any additional people 
we will ask them to be sworn after that time. 

Do you solemnly swear that the testimony you will give before this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

(Whereupon the witnesses listed below responded in the affirma- 
tive. ) 

Mr. RiruiMan. Will you give your names, please? 

Mr. Kercuam. James B. Ketcham. 

Col. Howard H. Angell (lieutenant colonel, Medical Corps, Armed 
Services Medical Procurement Agency) Col. Howard H. Angell— 
A-n-g-e-l-]. 

Col. Theodore M. Carow (colonel, Medical Corps, St. Louis Medi- 
cal Depot) Theodore M. Carow—C-a-r-o-w. 

Col. John M. Hallahan (lieutenant colonel, Armed Services Medi- 
cal Procurement Agency) John M. Hallahan—H-a-l-]-a-h-a-n. 

Col. Howard F. Currie (colonel, U. S. Air Force, Medical Corps, 
Armed Services Medical Procurement Agency) Col. Howard F. 
Currie—C-u-r-r-i-e. 

Col. Max H. Brown (lieutenant colonel, MSC, Armed Services 
Medical Procurement Agency) Lt. Col. Max Brown—B-r-o-w-n. 

Col. Douglas B. Kendrick (surgeon, West Point, N. Y.). Col. 
Douglas B. Kendrick—K-e-n-d-r-i-c-k. 
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Mr. Thomas C. P. Martin (Armed Services Medical Procurement 
Agency) Thomas C. P. Martin. 

Mr. C. W. Phillips (National Bureau of Standards) C. W. Phillips. 

Mr. John R. Beall (Armed Services Medical Procurement Agency) 
John R. Beall—B-e-a-1-l. 

Commander H. L. Crain (lieutenant commander, Armed Services 
Medical Procurement Agency) Lt. Comdr. H. L. Crain—C-r-a-i-n. 

Lieutenant Mervin Kramer (Armed Services Medical Procurement 
Agency) Lt. M. Kramer—K-r-a-m-e-r. 

Mr. Joseph A. Calamari (Armed Services Medical Procurement 
Agency) Joseph A. Calamari—C-a-l-a-m-a-r-i. 

Comdr. Claude V. Timberlake (Armed Services Medical Procure- 
ment Agency) Comdr. Claude Timberlake—T-i-m-b-e-r-l-a-k-e. 

Mr. Balentine E. Smith (Armed Services Medical Procurement 
Agency) B. E. Smith. 

Mr. Robert Simon (Armed Services Medical Procurement Agency ) 
Robert Simon—S-i-m-o-n. 

Mr. Rreuiman. All right, Mr. Ketcham, will you have a chair right 
there, please. 

I think that I should make this statement: The hearing here this 
morning is in executive session, as I said before, but the record will 
be released to the public at a later date, other than the portions which 
I have discussed with the counsel for the Army, Mr. Dow. 

All right, Mr. Ketcham, do you have a statement? 


TESTIMONY OF JAMES B. KETCHAM, FORMER CONTRACTING 
OFFICER, ARMED SERVICES MEDICAL PROCUREMENT AGENCY 


Mr. Kercnam. No. sir. 

Mr. Rreniman. I guess counsel has some questions he would like to 
propound to you, or do you have a written statement you would like 
to give to the committee first ? 

Mr. Kercuam. No, sir; I gave a written statement to the committee 
investigators in Dece smber of 1953. 

Mr. Rrenuman. Yes. 

Mr. Correr. Mr. Ketcham, I think you were with the Armed Serv- 
ices Medical Procurement Agency as an officer at the time when the 
awards were made to the Bailey Construction Co. for these blood 
boxes ¢ 

Mr. Kercuam. That’s correct, sir. 

Mr. Correr. And what was your capacity at that time? 

Mr. Kercuam. In April 1952 I was a contracting officer. 

Mr. Corrrer. What was your rank? 

Mr. Kercuam. First lieutenant, sir 

Mr. Correr. First lieutenant. 

Are you a Reserve officer ? 

Mr. Kercuam. That’s right, s 

Mr. Correr. How long had you been in the service? 

Mr. Kercuam. Since December 1950. 

Mr. Correr. When did you leave? 

Mr. Kercnam. The end of May 1953. Actually, I was separated 
on the 5th of June, 1953. 

Mr. Correr. All during this period did you spend your time in the 
Armed Services Medical Procurement Agency in New York? 
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Mr. Kercuam. Yes, sir, except for a few days I either ran for proc- 
essing on recall and release. 

Mr. Cortrr. Did you have some business experience that prompted 
your assignment to that position ¢ 

Mr. Kercuam. Well, sir, I had no previous business experience in 
procurement activities ; no, sir. 

Mr. Correr. What had been your previous experience 

Mr. Kercuam. Almost entirely time spent in college and graduate 
school, exclusive, of course, of 3 years during World War II spent with 
the Army Air Forces’ Medical Services. 

Mr. Correr. You were with the Medical Service in World War 
No. II? 

Mr. Kercuam. Yes, sir. 

Mr. Correr. What is your scholastic background ? 

Mr. Ketcuam. I went to college in New Haven, Conn., for 3 years; 
then went to medical school, and did not satisfactorily make proper 
progress in medical school and dropped out just about the time the 
Korean war started. 

Mr. Corter. I see. 

You are familiar with this award that was made to the Bailey Co. 
for these blood boxes? 

Mr. Kercuam. That’s correct, sir. 

Mr. Correr. As a matter of fact, you were contracting officer on 
the award ? 

Mr. Ketcuam. Yes, sir. 

Mr. Correr. The award, as I recall, was made on June 28, and I 
think it was on July 2 you made a memorandum for your own files; 1 
that correct ? 

Mr. Kercuam. No, sir; not quite. I believe 

Mr. Cotter. July 10. 

I am sorry. 

Mr. Kercuam. Yes, sir; I believe that was it. I will have to check. 

In July 1952; yes, sir. 

Mr. Correr. Mr. Chairman, could we have this introduced in the 
evidence, and then, as I read from it, it need not be repeated in the 
record. 

Mr. Rrewiman. Without objection, it is so ordered. 
(The memorandum referred to is as follows :) 





EXHIBIT 15 


Memorandum for the record of July 10, 1952, by Lt. James B. Ketcham, contract- 
ing officer, ASMPA, Brooklyn, N. Y., re circumstances surrounding the award 
of contracts to the Bailey Engineering Co., Ramsey, N. J. 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
Brooklyn, N. Y., July 10, 1952. 


MEMORANDUM FOR THE RECORD 


Subject: Circumstances surrounding the award of invitation 52-1857, and per- 
sonal comments thereon. 


1. This memorandum is being compiled with the knowledge of and at the sug- 
gestion of Comdr. C. V. Timberlake, MSC, USN, of the Material Standards Di- 
vision of this Agency. 

2. The scope of the memo is intended to encompass certain facts pertinent to 
subject awards which are in the nature of personal opinion, and which are not 
fully documented in the official files of the procurement concerned, and which 
matters may be forgotten unless now made record. 


Se litecencdiemmemaretee sn aa 
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3. Under the date of June 28, 1952, contracts OIN 42687 and 42688 were awarded 
to the Bailey Engineering Co., Island Road, Ramsey, N. J., for quantities of stock 
No. 4-NS-CD-\-—156 and 4-186-120, advertised on bid No. 52-1857. This award 
was made by the personnel of Buying Section 5 at the direction of Lt. Col. Max 
H. Brown, MSC, who since March 27, 1952 has been acting as supervisory con- 
tracting officer on class 4 items. (Although the undersigned was designated 
under orders to be Chief of Section on or about April 7, 1952, at this writing 
Colonel Brown has retained close control of the activities in class 4. This is due 
to his familiarity with class 4 items, his friendship for Miss Carney, and the 
heavy workload in the section which necessitates the undersigned’s spending 90 
percent of his time in classes 2 and 4.) 

4. The undersigned does not believe these awards as they were made to Bailey 
to be entirely in the best interests of the Government for the following reasons: 

(a) Contractor has advised that he will have to build an entirely new plant 
to produce the large quantities of this item required to be delivered by June 30, 
1953. 

(vb) A facility survey recently made by Capt. Hubert Robinson, USAF (MSC) 
of industrial mobilization confirms that the contractor currently has inadequate 
floorspace and equipment to perform at more than one-half the required rate. 
This surveying officer recommends that only half the monthly requirements be 
awarded to Bailey. This was not possible since the contractor bid “all or none” 
on subject procurement. 

(c) Contractor does not appear to the undersigned to have adequate financial 
backing, even though he has satisfied the Price Analysis Branch of this Agency 
and has been approved by them for the total dollar volume involved. 

(d) The low bidder on subject procurement, Zephyr Products, was disqualified 
by a facility survey made by representatives of the Material Standards Division 
(Mr. O’Connor and Mr. Simon). In the opinion of the undersigned, the same 
personnel should have participated in the survey of Bailey. (Commander 
Timberlake strongly seconds this criticism.) 

(e) The bid of the second low, Hollinger Corp., was disallowed because it 
offered an alternate to the specifications of 2-inch styrofoam. The undersigned 
believes that a box with 2-inch styrofoam should have been given performance 
tests before this alternate award was rejected. 

(f) Col. T. C. Carow, MC, Chief of Agency ruled that due to the necessity for 
obligating fiscal year-end funds, there would not be sufficient time to request and 
test a bid sample from Bailey. The undersigned feels that a bid sample was 
indicated, even if it would precipitate canceling the bid, and effecting the pro- 
curement in fiscal year 1953. Also the undersigned is not convinced that there 
was insufficient time to effect such testing, and that the delay would be more the 
result of the contractor requiring time to prepare such a sample, rather than 
from the actual testing of such a sample. The undersigned had been especially 
placed on notice about bid samples by Colonel Scheele of the blood group in 
Washington. Colonel Scheele made a telephone request (see memo elsewhere) 
that the Agency obtain bid samples. Colonel Scheele was referred to Colonel 
Carow. (Commander Timberlake agrees on this matter of bid samples.) 

(g) Even in light of subparagraphs (a), (b), and (c) above, Colonel Carow 
directed that the award be made without liquidated damage clauses or without 
benefit of a performance bond. Colonel Brown explained to me that because this 
was a formal advertised bid these clauses could not now be added without nego- 
tiating a formal bid. The undersigned does not know, if this is the case, why 
these clauses were not included in the invitation. 

(h) A protest made by the Hollinger Corp. on bid No. 52-1776 (OIN-41470) 
stated that no company in the United States other than Hollinger could make 
a suitable box. Also, their protest claimed that the Agency specifications were 
inadequate. Also, at that time Mr. William Hollinger advised Colonel Carow 
that if a box were made according to ASMPA specifications it would not main- 
tain the desired constant temperatures. Whether or not this is true, time should 
have been taken to check the Hollinger assertions, even at the expense of cancel- 
ing the procurement, and waiting until fiscal 1953. 

(i) On three occasions during informal talks at lunch at the officers’ mess, 
Commander Timberlake strongly advised against making any award to Bailey. 
He cited poor past performance by Bailey, plus personal distrust. The under- 
signed explained to Commander Timberlake that the decision on the award would 
not be made by the Buying Section, and that he should take his personal objec- 
tions to Colonel Carow. (The undersigned, being very close to Commander 
Timberlake and respecting his opinions, feels that they are worth adding here 
for further reference. ) 
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5. When directed by Colonel Brown to make these awards to Bailey, the under- 
signed personally raised all the above-noted objections. Colonel Brown seemed 
annoyed, and suggested that since the decision had been made by the Chief of 
Agency we would do well to follow it to the letter, or expect to suffer the con- 
sequences. Colonel Brown also felt that the objections of Commander Timber- 
lake were merely based an annoyance on the fact that material standards had 
been bypassed on the opportunity to survey Bailey’s plant. 

6. The day following the talk with Colonel Brown, in another discussion I 
explored the possibility that I would not sign either the letter of award or the 
contracts to Bailey. Colonel Brown became quite incensed on this point, sug- 
gested moderation in such a foolish stand, and hinted that the Chief would 
probably throw any smart aleck junior officer out of the Agency who might pull 
such a stunt. This conversation ended with the agreement that the undersigned 
would sign all the pertinent documents, but would reserve the right to make a 
record for the files of the personal opinions on the award. 

7. It is the opinion of the undersigned that Colonel Carow’s decision to make 
these awards to Bailey was partially prompted by his fear of a protest should 
he not do so. Apparently Bailey once was denied an award on these items, and 
protested. (I can find no record on this, and have it only on hearsay from 
Colonel Brown.) 

JaMES B. KercHaM, 
Ist Lt., USAF (MSC), 
Contracting Officer. 


‘ 


Copy to Comdr. C. 
201 file. 
We certify that this is a true copy of the typed original memorandum made 
available to us by James B. Ketcham on December 4, 1953. 
CHARLES E. WOLFE, 
Levin L. Poor, 
Investigators, General Accounting Office. 


V. Timberlake [not sent, according to Ketcham], personal 


DeceMBER 18, 19538. 


Mr. Correr. You state in this memorandum, Mr. Ketcham, that it 
“is being compiled with the knowledge of and at the suggestion of 
Comd. C. V. Timberlake of the Material Standards Division of this 
agency.” Is that so? 

Mr. Keronam. Yes, sir. The first paragraph of the copy of the 
memorandum I have in front of me states that; yes, sir. 

Mr. Correr. You recall that was so at the time, that you had his 
permission ¢ 

Mr. Kercuam. Well, it wouldn’t have been a question of having 
his permission ; no, sir. 

Mr. Correr. You say “with the knowledge”? 

Mr. Kercuam. I discussed this matter with him at some length and 
mentioned to him I was going to prepare a memorandum. I think 
that is what I must have meant at the time by saying “with the knowl- 
edge or’. 

Mr. Correr. You say in your paragraph 2: 

The scope of the memorandum is intended to encompass certain facts pertinent 
to subject awards which are in the nature of personal opinion and which are not 
fully documented in the official files of the procurement concerned, and which 
matters may be forgotten unless now made record. 

Mr. Kercuam. I think my intent there, sir, was just to make some 
personal notes from my own mental processes at a later date, should 
I have any occasion to go back to the history surrounding this pro- 
curement. 

Mr. Correr. Yes. 

Mr. KercuaM. This memorandum was strictly of a personal nature. 
It was not an official communication of any kind. 
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Mr. Correr. I appreciate that. You never filed it in any official 
record of the agency ¢ 

Mr. Kercuam. No, sir; I did not. 

Mr. Rreutman. Did you discuss it with anyone in the agency ? 

Mr. Kercuam. That is hard to answer, Mr. Riehlman. I’m not 
sure. My memory is not as clear on that point, sir. 

I believe I discussed it with Colonel Brown, at least the fact I was 
going to write such a memorandum, and roughly why I was going 
to make a record of this matter, and I think that was the extent prob- 
ably of discussing it, although there may have been other times 

Mr. Rireuiman. Yes. 

Mr. Kercuam. During the period surrounding the procurement and 
later events where I may have made allusion to this memorandum. 

Mr. Rreutman. What I wanted to establish was the fact you had 
discussed it with someone in the Department and they knew something 
of your views. 

Mr. Ketcuam. Yes, sir; I believe that to be so. 

Mr. Correr. Then in your third paragraph you go into detail about 
the awards that were made to the Bailey Co. on June 28. 

In the fourth paragraph you say: 





The undersigned does not believe these awards as they were made to Bailey 
to be entirely in the best interests of the Government for the following reasons: 

(a) Contractor has advised that he will have to build an entirely new plant 
to produce the large quantities of this item required to be delivered by June 30, 
1953. 

Was that from your personal knowledge or conversations which you 
had with the contractor, Mr. Ketcham ? 

Mr. Kercuam. I believe so. I believe I recall Mr. Bailey prior to 
the award had made plans to expand his plant facilities and had archi- 
tectural drawings and extensive developmental work compiled. 

Mr. Correr. Was that generally known in the agency ? 

Mr. Kercuam. I believe, sir, he brought his plans in and showed 
them to various officers, although again that’s a long time ago and it’s 
hard to remember exactly. 

Mr. Correr. Were his plans contingent upon getting the contract ? 

Mr. Kercuam. I’m not sure, sir, but, thinking now, I don’t think 
necessarily so. My impression, thinking back now, would be he was 
probably going ahead with his plant expansion anyway, although, as I 

say, I’m not absolutely ¢ vertain on that point. 

Mr. Correr. In your subparagraph (>), under paragraph 4, you 
say: 

A facility survey recently made by Captain Hubert Robinson of Industrial 
Mobilization confirms that the contractor currently has inadequate floor space 
and equipment to perform at more than one-half the required rate. This survey- 
ing officer recommends that only half the monthly requirements be awarded to 
Bailey. This was not possible since the contractor bid all-or-none on subject 
procurement. 

Mr. Ketcuam. Well, I—— 

Mr. Correr. Is that 

Mr. Kercuam. Go ahead, sir. 

Mr. Correr. Go ahead. 

Mr. Rreutman. Yes; go right ahead, please. 
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Mr. Kercuam. Reading that peragreph now, sir, I would like to see 
again the report of the surveying officer. It has been so long since I 
saw it I don’t remember exactly what he did report. 

Mr. Correr. That was your impression at the time? 

Mr. Ketonam. Yes, sir; I think so, although there’s a statement 
here that strikes the eye now: 

This surveying officer recommends that only half of the monthly requirements 
be awarded to Bailey. 

I believe that stemmed from the report made by the surveying officer 
that if we went ahead and made the award to Bailey that we should 
have his delivery schedule—in other words, not require him to supply 
the exact quantity of item month by month he offered in his bid to 
the Government, but, rather, that we spread his delivery schedule out 
over a long period of time. 

Mr. Correr. Delivery was to start in 60 days; do you recall ? 

Mr. Kerconam. I would have to see the bid, sir, on that. 

I have some personal notes on some of this, but I don’t believe I cover 
that point at ail. 

Mr. Correrr. This survey report will be in evidence later. 

Mr. Kercouam. Yes, sir; I would like to—. 

Mr. Correr. If you have any comment to make at that time, you can. 

Mr. Kercnam. I would like an opportunity to refresh my memory 
on that, if I can. 

Mr. Cotrer. In (¢) under paragraph 4 it says: 

Contractor does not appear to the undersigned to have adequate financial back- 
ing, even though he has satisfied the Price Analysis Branch of this agency and has 
been approved by them for the total dollar volume. 

Do you recall what information you had? 

Mr. Kerouam. Yes, sir. There again that’s a matter of personal 
opinion. I think the thing I was concerned about at the time of 
award was the man’s Dun & Bradstreet report, which we had, I be- 
lieve, attempted to get at the time of aweek or checked through our 
normal D and B channels, showed he didn’t have a sizable financial 
backing. However, at the time of award he did satisfy our experts 
in the Agency on pricing. I believe he brought in a letter from his 
bank, which guaranteed to underwrite him to a certain extent. 

Mr. Correr. Are you sure it agreed to underwrite him to a certain 
extent ? 

Mr. Kercuam. I will have to see that again. 

Mr. Correr. That will be in the record later. 

Mr. Kercuam. Right; but that one point I think was more of a 
hunch than based on any fact, and a lot of this memorandum was 
just personal opinion. 

Mr. Rreutman. Let me ask you this: Of course, your personal 
opinion was based on something, wasn’t it? 

Mr. Ketcuam. Well, sir; it certainly should have been to write this. 

Mr. Rreutman. I mean some information you had gotten some- 
where? 

Mr. Kercuam. Yes, sir. 

Mr. Rreuiman. And the point is you must have gotten this infor- 
mation somewhere along the line from those who were dealing with 
this subject and the problem at hand? 
Mr. Kercnam. I think that is true. 
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Mr. Rieniman. You wouldn’t write the memorandum unless you 
had something on which to base the information you had put in 
there? 

Mr. Kercnam. No, sir. 

Mr. Rieui_man. It just didn’t come to you freely, without having 
someone converse with you about it or discuss it with you at some 
time ¢ 

Mr. Kercuam. I think that is true. 

Mr. Rreniman. Isn’t that true! 

Mr. Kercuam. I think that is true, Mr. Riehlman; yes, sir. 

Mr. Correr. In subparagraph (d) you say: 

The low bidder on subject Procurement, Zephyr Products, was disqualified by 
a facility survey made by representatives of the Material Standards Division, 
Mr. O’Cornnor and Mr. Simon. In the opinion of the undersigned, the same 
personnel should have participated in the survey of Bailey. Commander Tim- 
berlake strongly seconds this criticism. 

Mr. Kercnam. Well, there again, sir— 

Mr. Correr. That is your personal opinion ? 

Mr. Kercuam. Well, yes, sir, and also I think—on second reflec- 
tion, reading this memorandum, I’m saying Commander Timberlake 
strongly recommends this criticism, which indicates to me I must have 
discussed that point with him. 

Mr. Correr. And that you felt strongly enough about it to make a 
memorandum for your persons il files? 

That is self-evident, isn’t it? 

Mr. Kercnam. Yes. 

Mr. Correr. Subparagraph (e) of Paragraph 4 

The bid of the second low, Hollinger Corp., was disallowed because it offered 
an alternate to the specifications of 2-inch styrofoam. The undersigned be- 
lieves that a box of 2-inch styrofoam should have been given performance tests 
before this alternate award was rejected. 

Do you happen to know the circumstances under which the Hol- 
linger Corp. submitted its alternate bid on the 2-inch box? 

Mr. Kercuam. No, sir. This gets into an area of specifications and 
design of the blood box, and I understand that—or I understood—at 
the time of the award that our specification called for 3-inch styro- 
foam. 

Mr. Hollinger submitted an alternate or altered bid which he offered 
at a low price to give us 2-inch styrofoam. 

Mr. Correr. This bid was on behalf of Civil Defense Agency ? 

Mr. Kercnam. No, sir. 

Mr. Correr. Is that correct, sir? 

Mr. Kerouam. No, sir; there were two awards. 

Mr. Correr. But the major portion of it was on behalf of the Fed- 
eral Civil Defense Agency ? 

Mr. Kercuam. The major portion of it was on behalf of the Fed- 
eral Civil Defense Agency. 

Mr. Correr. Do you know the circumstances or whether or not 
Civil Defense was satisfied with the Hollinger box, the 2-inch box? 

Mr. Kerce HAM. No, sir; I don’t. 

Mr. Correr. Can you confirm or lend any additional information to 
the fact that an original specification was an invitation; the bid was 
sent to Hollinger on the 2-inch box, and later amended to the 3-inch 


box ? 
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Mr. Kercuam. In this procurement, sir ? 

Mr. Correr. Yes. 

Mr. Kercuam. No; I don’t recall that at all, sir. 

Mr. Correr. So, your statement was just based on the fact that you 
felt this? 

You had previously procured the 2-inch box, had you not ? 

Mr. Kercuam. Well, I had not personally; no, sir. I believe the 
agency had previously procured it 

Mr. Correr. The agency. 

Mr. Kercuam. Although there again I would have to check on the 
record. 

Mr. Correr. Your subparagraph (f) says: 

Col. T. C. Carow, Chief of Agency, ruled that due to the necessity for obli- 
gating fiscal year-end funds there would not be sufficient time to request and 
test a bid sample from Bailey. The undersigned feels that a bid sample was 
indicated, even if it would precipitate canceling the bid and effecting the pro- 
curement in fiscal year 1953. Also the undersigned is not convinced that there 
was insufficient time to effect such testing, and that the delay would be more 
the result of the contractor requiring time to prepare such a sample, rather 
than from the actual testing of such a sample. The undersigned had been 
especially placed on notice about bid samples by Colonel Scheele of the blood 
group in Washington. Colonel Scheele made a telephone request that the Agency 
obtain bid samples. Colonel Scheele was referred to Colonel Carow. Com- 
mander Timberlake agrees on this matter of bid samples. 





Do you have anything to add to that? 

Mr. Kercuam. Yes, sir; I do. 

If I may go back, I am afraid this paragraph, as I wrote it in 1952, 
may confuse the picture here a little bit. 

I say that: 

The undersigned feels that a bid sample was indicated, even if it would 
precipitate canceling the bid and effecting the procurement in fiscal year 1953. 

Well, at that time my knowledge of the overall procurement picture 
was weak on matters of obligation and commitment of funds, and 
there are probably members of the armed services here today that 
can clarify this point, but I subsequently learned, I believe at the 
agency from my own activities in other contract areas, if we had 
canceled the bid those funds would no longer have been available. 

Now, somebody should check me on that and explain further, be- 
sause I am not very well qualified. 

Mr. Correr. I think that is right, Mr. Ketcham. 

Mr. Kercuum. I am not very well qualified on that point. 

Mr. Correr. And it appears your feeling was, “So what? We 
should do it in 1953 rather than to make a bad procurement.” 

Isn’t that correct? 

Mr. Ketcuam. Well, not necessarily. I think you have to draw 
that inference from what I said here. I can understand why you 
would, sir. 

Mr. Correr. Well, didn’t you? 

Mr. Kercuam. But the matter of whether or not the funds wouldn’t 
be available again the next year is something I just couldn’t know 
down at my level. 

Mr. RrexitmMan. Someone must have discussed it with you? 

Mr. Kercuam. Yes, sir. 

Mr. Rreniman. You had some information or you couldn’t have 
put it in the record; isn’t that true? 
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Mr. Kercnam. Yes, sir. I think after the award had been made 
and I discussed this with some of the other people in the agency they 
said very definitely if we had canceled this bid it would have meant 
readvertising in fiscal 1953. There just wasn’t time in fiscal 1952 to 
readvertise this particular procurement and carry out a great many 
extensive tests. 

Is that what you mean, Mr. Riehlman, sir? 

Mr. RrenuMan. I certainly wouldn’t want the inference left in the 
record that you would rather make a poor procurement with 1952 
funds— 

Mr. Ketcriam. No, sir. 

Mr. Rreuiman. Rather than allow it to go into 1953. 

You didn’t mean that? 

Mr. Kercenam. No, sir. 

Mr. Rrenu_man. I didn’t think you meant that. 

Mr. Kercuam. No, sir. 

Mr. Rirentman. And I didn’t want that inference to be in the 





{ record, either. 
& Mr. Ketcuam. Yes, sir. 
8 ‘ 
: Mr. Correr. In your subparagraph (g) you say: 
Even in light of subparagraphs (a), (b), and (c), above, Colonel Carow di- 
g rected that the award be made without liquidated-damage clauses or without 
: benefit of a performance bond. Colonel Brown explained to me that because . 
& this was a formal advertised bid these clauses could not now be added without 
negotiating a formal bid. The undersigned does not know if this is the case, 
% why these clauses were not included in the invitation. 


Your subparagraph (h) says: 

A protest made by the Hollinger Corp. on bid No. 52-1776 (OIN-41470) stated 
that no company in the United States other than Hollinger could make a suitable 
box. Also, their protest claimed that the agency specifications were inadequate. 
Also, at that time Mr. William Hollinger advised Colonel Carow that if a box 
were made according to ASMPA specifications it would not maintain the desired 
constant temperatures. Whether or not this is true, time should have been 
taken to check the Hollinger assertions, even at the expense of canceling the 
procurement and waiting until fiscal 1953. 

You were quite disturbed about all this at this time, were you not, 
sir? 

Mr. Kercuam. Well, yes, sir. I think one of the things that con- 
tributed a lot to my overall confusion on this picture was the fact that 
I was not an experienced contracting officer at this time. I had been 
a contracting officer less than a month when these procurements were 
made. 

Mr. Correr. You think if you had been more experienced it 
wouldn’t have bothered you? 

Mr. Kercuam. Well, from two angles: First of all, had I been more 
experienced, I feel I would have been on firmer ground in raising 
these objections. With more experience, I would have known of their 

validity and then I would have felt on firmed ground in raising these 
objections with my superior officers; and, also, I would have, I think, 
known whether all these points were as entirely valid and authoritative 
as I make them appear in this memorandum. 

Mr. Correr. Your subparagraph (i) states: 

On three occasions during informal talks at lunch at the officers’ mess, Com- 


mander Timberlake strongly advised against making any award to Bailey. He 
cited poor past performance by Bailey, plus personal distrust. The undersigned 
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explained to Commander Timberlake that the decision on the award would 
not be made by the Buying Section and that he should take his personal objec- 
tions to Colonel Carow. The undersigned, being very close to Commander 
Timberlake, and respecting his opinions, feels that they were worth adding here 
for further reference. 


Paragraph 5 states: 


When directed by Colonel Brown to make these awards to Bailey, the under- 
signed personally raised all the above-noted objections. Colonel Brown seemed 
annoyed and suggested that since the decision had been made by the Chief of 
Agency we would do well to follow it to the letter or expect to suffer the con- 
sequences. Colonel Brown also felt that the objections of Commander Timber- 
lake were merely based on annoyance on the fact that Material Standards had 
been bypassed on the opportunity to survey Bailey’s plant. 


Paragraph 6: 


The day following the talk with Colonel Brown, in another discussion, I 
explored the possibility that I would not sign either the letter of award or the 
contracts to Bailey. Colonel Brown became quite incensed on this point, sug- 
gested moderation in such a foolish stand, and hinted that the chief would 
probably throw any smart aleck junior officer out of the agency who might pull 
such a stunt. This conversation ended with the agreement that the under- 
signed would sign all the pertinent documents, but would reserve the right to 
make a record for the files of the personal opinions on the award. 


Paragraph 7 states: 


It is the opinion of the undersigned that Colonel Carow’s decision to make 
these awards to Bailey was partially prompted by his fear of a protest should 
he not do so. Apparently Bailey once was denied an award on these items and 
protested. I can find no record on this, and have it only on hearsay from 
Colonel Brown. 

This memorandum is signed “James B. Ketcham, First Lieutenant, 
USAF, Contracting Officer.” 

Do you have anything more to comment on the memorandum, 
Lieutenant ? 

Mr. Kercnam. Yes, sir. I think that personally I probably made 
a serious error at the time of this award in not going completely 
and thoroughly into these various points and satisfying myself one 
way or another, and if I was wrong in some of these points and if 
my superior 

Mr. Correr. Do you know that you were wrong? 

Mr. Kercuam. Well, sir, I believe there was possibly additional 
information available to my superior officers on which they based 

Mr. Correr. Did you discuss this with anybody from the Agency 
recently ? 

Mr. Kercuam. Yes, sir; I have. 

Mr. Corrrr. You have? 

Mr. Kercouam. Not this memorandum; no, sir; but I have been, 
on my own initiative, in touch with the people at the Agency, par- 
ticularly this weekend after I received the subpena to come before 
this committee. 

Mr. Correr. But you say you didn’t discuss your memorandum or 
the facts that were in it? 

Mr. Kercuam. This memorandum, sir? 

No; I didn’t. I did not discuss it with the people at the Agency. 

Actually, the only people I talked to at the Agency were two this 
past weekend, Colonel Currie and Colonel Hallahan, and I went 
over to the Agency so that I could refresh my memory on some of the 
facts in the contract which I thought would be helpful in my appear- 
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ance here in front of this committee; and this particular memorandum 
that I have written, the details and the contents of the memorandum, 
I don’t believe came into any discussion. 

Mr. Correr. Mr. Ketcham, you followed this contract in your posi- 
tion as contracting officer there somewhat, did you not? 

Mr. Kercuam. Yes, sir. 

Mr. Corrrr. After the awards were made, did Bailey build a plant 
or expand his plant ? 

Mr. Krercuam. Yes; I believe so. 

Mr. Correr. Was there delay in going into production of several 
months ¢ 

Mr. Kercuam. I have a—— 

Mr. Correr. Just from your recollection. 

Mr. Kercuam. Well, I have an impression now, sir, he had diffi- 
culty getting some critical materials to make the cans that go into 
the box due to a tieup in tinplate as a result of a steel strike. 

Mr. Correrr. It wasn’t due to any delay—— 

Mr. Kercuam. I may have this picture confused, but that, I be- 
lieve, did delay his picture. How much I don’t remember. 

Mr. Correr. It wasn’t due to any delay in building a plant, as you 
recall ? 

Mr. Kercuam. No, sir; I don’t remember that. 

Mrs. Cuurcu. Did he apply for a certificate of necessity at that 
time, that is, Mr. Bailey; do you know ¢ 

Mr. Kercuam. Mrs. Church, I don’t know, ma’am. I think the files 
could adequately bring that out. I don’t believe so, but here again I 
don’t remember any communication coming to my attention relative 
to his request for a certificate of necessity. 

Mr. Correr. The contract was awarded June 28, 1952. 

Mr. Kercuam. There were two contracts. 

Mr. Correr. There were two. 

Mr. Kerouam. Yes, sir. 

Mr. Corrrr. And I think he began delivery in late January or early 
February, of 1953: is that correct ? 

Mr. Kercuam. That’s right; yes, sir. 

Mr. Correr. And the delivery was called for in October, as I recall ? 

Mr. Ketcouam. Well, if I could see a copy of the contract 

Mr. Correr. I think that is in the record. 

Mr. Kercnam. I could check that, sir. 

Mr. Correr. Early in 1953, at about the time he was beginning 
delivery, did you receive information from the trade that he was not 
including the moisture-vapor barrier bags which had been specified 
that would be included in this model in his production ? 

Mr. Kercuam. I think, sir, the statement that I voluntarily gave 
the committee investigators goes into some detail on that point. 

To the best of my knowledge, right up until the day we visited his 
plant, I did not know Mr. Bailey was deviating. 

Would you repeat the last part of your question again ? 

I'm afraid I 

Mr. Correr. Did you hear from the trade he was leaving out the 
moisture-vapor barrier bag? 

Mr. Kercnam. No, sir. 

I see I was proceeding properly. 
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Up to the time we visited his plant, I personally did not know and 
had not heard from the trade, to the best of my knowledge now, that 
Mr. Bailey was leaving out the moisture-vapor barrier. 

Mr. Correr. Was he using a narrower width of plywood, an indoor 
plywood, rather than a three-eighths plywood, outdoor plywood ? 

Mr. Kercuam. I recall some discussions with one rival contractor 
about plywood. Exactly when, I’m not sure, sir. 

Are you Mr. Cotter ? 

Mr. Correr. Yes. 

Mr. Kercuam. You had a telephone conversation with me from 
Washington about this point, about my knowledge prior to going to 
the plant, that Mr. Bailey was leaving out the bag, and your conversa- 
tion has given me considerable concern because I’m very anxious to 
cooperate and make all the records and facts available to the committee 
in their search for the truth in this problem, and I believe very 
strongly I am correct when I say I did not have prior knowledge that 
Bailey was leaving out the moisture-vapor barrier. 

In our phone conversation, I believe you insisted, quite strongly, 
that you had evidence to the contrary. 

Mr. Correr. I didn’t insist. I told you we did have evidence from 
two different sources that you had been put on notice. 

Mr. Kercuam. Well, it will be personally interesting to me, sir, to 
see that point developed because I’m trying to tell the truth. 

Mr. Correr. You can’t recall at all? 

Mr. Kercuam. No, sir. 

I’m to tell the truth completely on all these points, and I do not 
recall having been put on notice prior to visiting the plant. 

Mr. Correr. Did I suggest at any time 

Mr. Kercuam. Yes, sir; you did in our telephone conversation. 

Mr. Cotter. I did in the telephone conversation ? 

Mr. Kercuam. Yes, sir. 

Mr. Correr. I am sorry, Mr. Ketcham, you got that impression. 

Mr. Rreutman. Let’s clarify this matter. 

Mr. Correr. It was not my intention. 

Mr. Rienu_man. If evidence was presented that. you were given 
this information, there is going to be no hesitancy about your admit- 
ting it, is there, if we can prove it? 

Mr. Ketcnam. Mr. Riehlman, sir, I’m not 

Mr. Rrenuman. No one is trying to put you on the spot. 

Mr. Kercuam. Yes, sir. 

Mr. Rrexitman. I want you to understand that. 

Mr. Ketcuam. I appreciate that, sir. 

Mr. Rieniman. We are just asking you to tell us what is on your 
mind, and what you can recall. 

Mr. Ketcuam. Yes, sir; I appreciate that. 

Mr. Rreniman. If we have any evidence—and I haven't seen it— 
or if the counsel has additional evidence that can prove you did have 
knowledge of it, that is something we will have to prove. 

Mr. Kercnam. Yes, sir. 

Mr. Rreutman. And I hope no one is embarrassing you. We are 
not trying to embarrass you, and we are not going to embarrass any 
person who comes before this subcommittee. 

Mr. Kercuam. I appreciate that, sir. 

Mr. Rreuimay. All right. 
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Mr. Kercnam. And I certainly would say if, in further testimony, 
something is brought up which helps me in past recollection or calls to 
my mind something I have forgotten now, I will certainly be most 
truthful on that point, too. 

Mr. RienutMan. The chairman wants to say to you there is no human 
being yet that I know of who has been ab le to remember everything 
that transpires in the matter of months or in his active life. 

Mr. Krrcnam. Yes, sir. 

Mr. Rren_Man. So, no one is trying to say you are trying to evade 
something at all. 

Mr. Kercnam. Yes, sir. 

Mr. Rreniman. And I am sure I don’t want it construed that the 
counsel was trying to say that. 

Mr. Ixarp. Is it all right if I ask a question 

Mr. Rrenuman. Yes, sir. 

Mr. Ikxarp. Mr. Ketcham, in listening to your recitals about your 
memorandum here, I would like to get it down, for my information, if 
I may, about your present position. 

Mr. Kercnam. Yes, sir. 

Mr. Ikarp. The essence of this, as I read it, is that your chief com- 
plaint—and I read this as a complaint, or at least to yourself—of this 
particular procurement was that, in your opinion, Bailey did not have 
adequate plant facilities to produce on this contract, and that. his 
financial condition was such that he could not possibly or might not 
produce. 

Coupled with those two things, with regard to Bailey, you also 
referred to the fact in here it was a matter of policy in this year-end 
spending, in order to get committed the money. 

The question I would like to have you answer now, here today, and 
from whatever additional knowledge and experience that you have 
from the date you wrote this memorandum is this: Do you here, now, 
feel that the statements that you made here truly reflect the situ: tion 
as it existed at that time ? 

Mr. Keronam. Mr. Ikard, sir, I think my questions in my own 
mind, as reflected in the memorandum about Mr. Bailey’s financial 
condition, were subsequently partly negated by the fact he was able 
to finance himself in building a plant and getting into production, and 
with the exception of leaving out this moisture- vapor barrier he was 
beginning to make substantial progress on the contract, or so we 
thought. 

Mr. Ikarp. I am simply trying to get your attitude as of today. 

Mr. Kercuam. Yes, sir. 

Mr. Ixarp. Do you feel, from what knowledge and experience you 
have had subsequent to the date of this memorandum, that you might 
have been wrong in some of the conclusions that you indicate here ? 

That is all I am trying to ascertain. 

Mr. Keronam. I think, Mr. Ikard, the basic points that I brought 
out in the memorandum are still somewhat valid, but I think I over- 
stated them quite considerably, more than I would if I had been faced 
with a similar situation in 1953. 

Does that answer your question, sir, or could I—— 

Mr. Ikarp. As far as I am concerned, we have this memorandum 
here which, as I read it, makes some rather positive statements or re- 
flections of opinion, on your part, and as counsel has gone down 
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through the list with you I have had the very definite feeling that 
possibly since you wrote the memorandum, in light of things that have 
developed and the experiences you have had, and the greater knowl- 
edge you have about the working of this departme nt, possibly your 
ideas have changed some. 

I want to know whether or not my impression is right and, if it is 
not, why? 

Mr. Kerouam. I think overall sir, that is a very accurate im- 
pre ession. 

In this voluntary statement that I gave the committee investigators, 
I did not include this memorandum that I had written on July 10, 1952. 

The investigators for the committee prepared a statement which 
they wanted me to sign, in which they included that memorandum, and 
just for the very reason that you put your finger on I deleted ‘that 
memorandum from the statement that I did sign, not in any way to 
hinder or to confuse the investigation of the committee, but just 
because I felt it was a personal memorandum and subsequent knowl- 
edge and background and experience and maturity would not have 
probably prompted me to have overstated the case as much as I did in 
a subsequent situation. 

Although, of course, this is a personal communication and not an 
official document, if it is any help to the committee proceedings here, 
I’m very glad that it was made available; but 

Mr. Ixarp. As I view it, it would be some help, if this is still your 
opinion. If you have reached the conclusion in your own mind that 
you were probably mistaken and overstated these things, then as far 
as I am concerned I am going to discount it considerably. 

Mr. Kercnam. Right. 

Mr. Ixarp. I am trying to evaluate the thing. 

Mr. Kerouam. Yes, sir. 

Mr. Ixarp. I want to know whether it is some hurried impressions 
that you had at that time and that you since feel that you, as you 
stated, overstated it or whether it is something you are still firm about 
in your convictions on the things you stated here. 

That is all I want to know, in my own personal evaluation of this 
thing. 

Mr. Kercnam. I think you sum up my feeling very accurately, sir. 

Mr. Rrenuman. I wonder, Mr. Ikard, at that point if I could ask 
him this question. 

Mr. Ixarp. Yes, sir. 

Mr. Rreximan. What changed your mind? 

What do you base it on? 

Mr. Kercnam. Well, sir, could we go back to some of these points? 

Mr. Rreniman. Can’t you briefly tell us without 

Mr. Ketonam. Yes, sir. 

Mr. Rrextman. Covering the points you have covered with the 
counsel] ? 

Mr. Ketonam. Yes, sir. 

Mr. Rreniman. I want to be fair. 

Mr. Kerouam. Yes, sir. 

Mr. RrenumMan. But I want to know the basis for your changing 
your mind, 

Mr. Kerouam. Yes, sir. 
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Mr. Rreniman. You say it was hastily written; you were young 
and immature. What experience and what knowledge have you had 
since that time that lea ds you to believe that you made all these 
mistakes ? 

Mr. Kercuam. Mr. Riehlman, sir, first of all, one thing that de- 
veloped was the fact that Mr. Bailey was able to go ahead and con- 
struct a plant, gain the necessary further production know-how, 
added to what he alre: idy had, to get into production on these boxes 
and to start to make a very accey table trunk, and with the exception 
of the omission of the witeneeead liner, as far as we know, he was 
turning out to be a very satisfactory contractor. 

So, I think that would certainly be important in making me feel I 
had overstated the case. 

Mr. Rreuiman. Pardon the interruption. 

Mrs. Church, do you want to ask a question ? 

Mrs. Cuurcn. I would like to go back a little further, before we 
develop this. How many contracts were you associated with, in plac- 
ing, while you were procurement officer ? 

Mr. Kercuam. From the middle of April, Mrs. Church, until I 
left 

Mrs. Cuuron. A considerable number, would you say ? 

Mr. Kercuam. Yes, ma’am. If you mean in the neighborhood of 
500, I would say maybe, or more. 

Mrs. Cuorcu. Did you write a memorandum like this in connection 
with any of the others? 

Mr. Kercuam. I wrote memorandums on all negotiated procure- 
ments. 

Mrs. Cuurcu. Of this nature? 

Mr. Keronam. No. 

Mrs. Cuurcu. Private memorandums? 

Mr. Kercuam. No, ma’am. I wrote memorandums that were ac- 
tually a part of the official file. 

Mrs. Cuurcu. You really felt it necessary, within yourself, to write 
this down, didn’t you? 

Mr. Kercuam. Yes, ma’am;I did. Just to have a record available 
to me later. 

Mrs. Cuurcu. You see, frankly, I think it is very much to your 
credit that you did it. It may not be proceeding through channels, and 
so forth, but there was something there that bothered you, and I 
wouldn’t put it down to immaturity. I would put it down to innate 
honesty. I think you deserve credit for it. 

What did you do with it? 

Mr. Kercuam. First, I was going to distribute the memorandum. 
Then I realized that might upset people unduly. I just retained it 
as my own personal memorandum, and it was not until Mr. Wolfe and 
his investigating staff started pushing me on some of these points that 
1 made a copy of this memorandum available to him. 

Mrs. CuurcH. But it was written in 1952? 

Mr. Kerouam. Yes, ma’am. In other words, I just kept it for my 
own personal use. I felt, as I went along, more and more probably, 
although I didn’t think about it too much until the Bailey situation 
developed again, that it was strictly just a personal opinion, personal 
summary, and a group of ideas I had. 
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Mrs. Cuurcn. But you didn’t write a memorandum like this in con- 
nection with any other contract that was placed while you were there? 

Mr. Kerouam. Right now, I don’t think I can think of anything as 
strong as this. I think there may have been other memorandums 
written in the course of procurement where—— 

Mrs. Ceurcw. Where you disagreed with it! 

Mr. Kercuam. Oh, no; no. I see, Mrs. Church, what you mean. 

I can’t think of any instance where I wrote a memorandum where 
I flatly disagreed with a decision to make an award. 

Mrs. Cuurcn. Thank you, Mr. Chairman. 

Mr. RrexuMan. Did you have a question, Mr. Holifield ? 

Mr. Houtriewp. I kind of feel like Mrs. Church. I don’t think you 
need to apologize for this memorandum. 

[ notice it is marked “Memorandum for the Record,” and I think 
you have clearly stated your impressions in this memorandum. 

If those impressions were honest impressions at the time, and I 
assume they were, I think you had a perfect right to make them. In 
fact, I think you had a duty and an obligation to make a memorandum 
of things you didn’t think looked exactly right for the interest of the 
Government. 

As I read some of these recommendations here, I can see where, on 
the evidence you had, that you were justified in making them; and I 
notice in your No. 2 paragraph that you say: 

The scope of the memo is intended to encompass certain facts pertinent to sub- 
ject awards which are in the nature of personal opinion and which are not fully 
documented in the official files of the procurement concerned and which matters 
may be forgotten unless now made record. 

Mr. Kercuam. Yes, sir. 

Mr. Houirrevp. I think you protected yourself as far as stating very 
frankly you didn’t have all these facts documented; but I hope that 
you are not retreating from an honest opinion at a later date for any 
other reason than a genuine conviction that you were wrong. 

Mr. Kercuam. Well, Mr. Holifield, I appreciate what you have just 

said, and I think where I fail in my duty and my obligations was not to 
have made a bigger row at the time of the aw ‘arding of the contract. 
I should have spoken up more strongly and if all these points which I 
developed in my memorandum were completely accurate and to the 
fact, and could not be refuted, I think if I had spoken up strongly, 
repeatedly, this contract status might have been different. 

In that respect, [think I’m very wrong. I mean I sort of did this in 
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Mr. Hotirretp. This says “Memorandum for the record.” Did this 
go into the record, to your superior officers ? 

Mr. Kercuam. No, sir. 

Mr. Houtrretp. This was your own personal record ¢ 

Mr. Kercnam. Yes, sir. 

Mr. Honirrevp. Did you refrain from putting that into the record 
for fear of disfavor of your superiors? 

Mr. Kercuam. That’sa good question, sir. I think I—— 

Mr. Hortrrevp. Were you a civilian employee at that time? 

Mr. Kercnam. No, sir. 

Mr. Houtrrevp. Or military? 

Mr. Kercnam. I was military. 
Mr. Houtrtetp. Military employee? 
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Mr. Kercnam. Yes, sir. 

I think I felt after writing it and sleeping on it a couple of days it 
might stir up a lot of controversial criticism and might make my posi- 
tion not particularly tenable and—well, I think your question is well 
put, sir. 

Mrs. Cuurcu. Are youstill in the reserves, Mr. Ketcham ? 

Mr. Kercuam. Yes; lam, Mrs. Church. 

Mr. Hoxiriexp. I can understand why a junior officer would be in- 
clined to be careful of criticism of something that had been done by a 
superior officer, and I think I know the hazards that have occurred un- 
der such circumstances. 

I think some of the conclusions that you made here in regard to the 
ability of this man, Bailey, to produce on an all-or-none basis after the 
survey officer said he didn’t have adequate floor space and equipment to 
perform at more than one-half the recorded rate was certainly a valid 
objection at the time. If he subsequently obtained more space, that 
would be in the nature of information which you didn’t have at that 
time. 

Mr. Kercuam. Yes, sir. 

Mr. Houirretp. You were recommending the award of the contract 
on information which you had at that time? 

Mr. Kercuam. Yes, sir. 

Mr. Howiriecp. And upon floor space and equipment which he had 
at that time of the award ¢ 

Mr. Ketcuam. That’s right, sir. 

Mr. Ho.irtetp. Not on something he would build in the future, I 
suppose. 

Mr. Kercuam. That’s right, Mr. Holifield. 

That’s a well-taken point, sir. 

Mr. Houtrtecp. Is Commander Timberlake in the audience today ? 

Mr. Ketcuam. Yes, sir; he is. 

Mr. Houtrreip. We can question him later then. 

In your paragraph (e) you state: 

The bid of the second low, Hollinger Corp., was disallowed because it offered 
an alternate to the specifications of 2-inch styrofoam. 

Did the specifications call for a 2-inch styrofoam ? 

Mr. Kercuam. No, sir; the purchase description under which these 
bids were had, I believe, called for a 3-inch styrofoam. 

Mr. Houtrtecp. And the Hollinger people offered to build a box with 
« 2-inch styrofoam; is that it? 

Mr. Kercuam. They offered them in their bid, sir, I believe, a box 
with 2-inch styrofoam, and also a box with the specification for a 3- 
inch styrofoam. They made two bids. 

Mr. Houirtevp. They did make a bid, then, on the specifications 
offered by the service? 

Mr. Ketouam, Yes, sir. 

Mr. Howtrreip. Was that a low bid? 

Mr. Kercusm. No, sir; that was not a low bid. 

Mr. Horirtetp. Was it a bid of second low, then ? 

Mr. KetcHam. No, sir; it was not. 

Mr. Hottrrerp. Well, then 

Mr. KetcHam. I may misunderstand your question. I believe 
Hollinger’s bid on 2-inch styrofoam, which was not the specifica- 
tion 
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Mr. Hortrrerp. Yes. 

Mr. Kercuam. Was second low. The very low bidder was dis- 
qualified in this procurement, and Hollinger’s bid on 2-inch styrofoam, 
I believe, was second low in the whole picture. Then Hollinger also 
submitted a bid on the specification item, which was at a considerably 
higher price. 

Mr. Houirtevp. Higher than the Bailey bid? 

Mr. Ketcuam. Yes, sir; than the Bailey price. 

Mrs. Cuurcn (presiding). Do you have other questions, Mr. Holli- 
field ¢ 

Mr. Houirrevp. That is all. Thank you. 

Mr. Correr. Lieutenant, in certain of the reasons you gave for your 
feeling that you might be mistaken, I think you stated that you under- 
stood that Bailey had carried out this contract quite successfully, and 
so forth. I wonder if you know all the developments in the contract. 
Do you know that Bailey company has gone bankrupt since ? 

Mr. Kercuam. Well, Mr. Cotter, as 1 pointed out in the beginning, 
I left the Agency at the end of May. 

Mr. Correr. Yes. 

Mr. Kercuam. And I was very active in this whole picture up to 
that time, and I have the facts, I hope, pretty well under my thumb, 
or I have access to them. What happened after I left, I don’t know. 
I heard Bailey was in bankruptcy; yes, sir. 

Mr. Correr. And that Bailey had defaulted on his contract 
prior—— 

Mr. Kercuam. No, sir; I didn’t—Mr. Wolfe, in his discussions with 
me, I think, made some point that Bailey’s contract had been termi- 
nated, but I’m not sure I understood for what reason. 

Mr. Correr. Were you with the group that went to the Bailey 
plant in April? 

Mr. Kercuam. On April 30? 

Mr. Correr. April 30. 

Mr. Kercuam. Yes, sir. 

Mr. Correr. When you discovered this vapor barrier had not been 
included ? 

Mr. Kercuam. That’s right, sir. 

Mr. Correr. Then on June 1, after further discussions, and so forth, 
you wrote another memorandum, did you not? 

Mr. Kercnam. Not quite, Mr. Cotter. My superior officers at the 
Agency knew I was leaving the Agency, to get out of the service at 
the end of May, early June, and they asked me before I left to give 
them in writing a summary of what had been done on the Bailey 
situation up until the time I left. 

Mr. Correr. That was because you were quite familiar with it? 

Mr. Kercnuam. Yes, sir. 

So, Lieutenant Kramer and I prepared jointly a memorandum, 
which ultimately was typed under the date of June 1, 1953, just about 
the time I was leaving, which included a long list of references. 

I have a copy of it here, sir, if you—and some recommendations— 
is that what you are referring to? 

Mr. Correr. Yes; that is it, a memorandum of June 1, signed by 
yourself , : 

Mr. Kercnam. Yes, sir. 

Mr. Correr. And M. Kramer, first lieutenant, MSC, USN. 
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Mr. Kercuam. Yes, sir. 

Mr. Correr. Mr. Chairman, could we introduce’ this memorandum 
in the record ¢ 

Mr. Rren~mMan. Without objection, it may be introduced. 

(The memorandum referred to is as follows:) 


EXHIBIT 16 


Memorandum of June 1, 1953 by Capt. J. B. Ketcham, contracting officer, and 
Lt. M. Kramer, purchasing officer to Chief, Purchases Division, ASMPA, 
Brooklyn, N. Y. re history of blood shipping container procurement contracts 
with Bailey Nngineering Co., Ramsey, N. J. 

1 June 1953. 

Memorandum to: Chief, Purchases Division. 

Subject: Containers, Blood Shipping, Type 1, M-—1, Stock No. 4-186-120 (FCDA 
NS-4-CD-V-156) Contracts OIN-42687 and 42688 with The Bailey Engineer- 
ing Co., Island Road, Ramsey, N. J. 

References : 

(a) P. D. No. 8 dated 16 April 1952 for 4-186—120 
P. D. No. 1 dated 29 May 1952 for NS-4-CD-V-156 
(b) Visit by ASMPA personnel to Contractor’s plant on 30 April 1953 
(Memo. thereto in file) 
(c) Memo. to Chief, Purchases Division from Chief, Material Standards 
Division dated 1 May 1953 
(ad) Discussions between the undersigned and Chief Contracting Officer 
on 1 and 4 May (Memos. thereto in file) 
(e) Discussion between the undersigned and the Packaging Engineers, 
Specifications Branch on 1 May (Memo. thereto in file) 
(f) Telephone conversation on 4 May between Miss Carney and contrac- 
tor (Memo. thereto in file) 
gz) Visit by the contractor to ASMPA on 5 May (Memo. thereto in file) 
(h) Letter from contractor dated 4 May 
(i) Discussions with ONM Liaison Officer, ASMPA and subsequent tele- 
phone conversations with AINM, Passaic, 5 May (Memo. thereto 
in file) 
(j) Letter to AINM, Passaic on 6 May 
(j) Letter to AINM, Passaic on 6 May 
(k) Letter to FCDA Depot Office, Mechanicsburg on 6 May 
(1) Memo. to Chief, Requirements & Stock Control Br., Army SGO on 
6 May 
(m) Discussions between Chief, Purchases Division, the undersigned and 
Chief Contracting Officer on 15 May 
(n) TWX to AINM, Passaic on 15 May 
(o) Telephone conversation on 15 May between the undersigned, Lt. 
Kramer and LCDR. Foley of AINM, Passaic. 
(p) Letter to AINM, Passaic, 15 May 
(q) Telephone conversation between the undersigned, Lt. Kramer and 
the contractor on 15 May 
(r) TWX from AINM, Passaic to ASMPA, dated 15 May. 
(s) Telephone conversation between the undersigned and the contractor 
on 19 May 
(t) Letter to contractor dated 21 May 
(u) Letter from AINM, Passaic dated 18 May 
(v) Memo by the undersigned on Cost Data, dated 22 May 1953 
(w) Memo by Legal dated 16 April 1953 
(x) TWX to contractor dated 22 May 1953 
Appended below in outline form are the pertinent facts related to the con- 
tractor’s omission of the Specification Moisture Vapor Barrier. Detailed recom- 
mendations are included as paragraph 11, hereto. 
1. Contractual information: 
(a) OIN-42687—Stock No. NS-4—CD-V-156 
42688—Stock No. 4-186-120 
Container, Shipping, Insulated, Type 1, M-1 
(b) Quantities: OTN-42687—30,000 
OIN-42688—3,750 
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(c) Quantities Shipped: OIN-42687—14,990 
OIN-42688—3,937 includes 5 percent Varinatiun 
(d) Unit Price: OIN-42687—$31.60 
OIN—42688—$31.60 
(e) Applicable P. D.’s: OIN-42687—P. D. No. 8 dated 16 April 1952 
OIN-42688—P. D. No. 8 dated 16 April 1952 

2. Past history: 

(a) Contracts awarded 28 June 1952, one military—one FCDA. 

(b) Bailey’s bid was lowest responsive bid. 

(c) Hollinger Corp., and Zephyr Products protested the award. 

(d) Mr. Hollinger advised that all facts were known. 

(e) Mr. Hollinger advised to discuss his protest with Col. Currie. 

(f) See letter from Hollinger in folder dated 23 July 1952. 

See Memo dated 10 April 1953 regarding Hollinger. 

3. Visit to Bailey plant 30 April 1953: 

(a) Col. Brown, Capt. Ketcham, Lt. Curley, and Mr. Simon made expected 
visit to Bailey Engineering Co. 

(b) Capt. Ketcham noted that vapor barrier bag not inserted. 

(c) When questioned, Bailey stated that only a barrier was needed. A bag 
was not necessary. 

(d) This statement found to be untrue. 

(e) All shipments made to date had been without bag. 

(f) See Capt. Ketcham memo dated 1 May 1953. 

4. Specification requirement : 

(a) Purchase Description specifies that insulation of body shall be backed 
with Moisture Vapor Barrier. 

(b) See Purchase Description #8—Stock No. 4-186-120 dated 16 April 1952. 

5. Sampling and testing on contract: 

(a) Samples submitted had vapor bag. 

(b) Boxes shipped on Contract did not. 

(c) On smaller Contract awarded to Texas Trunk Co. at same time, more rigid 
sampling was required than on the Bailey Contract. 

6. Miss Carney’s telephone call of May 4th: 

(a) Miss Carney called Mr. Bailey in reference to visit by representatives 
of this Agency. 

(b) Mr. Bailey’s attention called to fact that Moisture Proof Barrier was 
not in accordance with Specifications. 

(c) He was advised that no record in Specifications Branch indicated he had 
requested authority to deviate. 

(d) Bailey was using Flintkote rubberized material. 

(e) See Miss Carney’s Memo dated 4 May 1953. 

7. Contractor’s visit—5 May 1953: 

(a) Mr. Bailey, Mr. Dwyer, attorney, visited Agency this date. 

(b) In further discussion about vapor barrier, Mr. Bailey stated that he was 
under the impression a Mr. Stafford, formerly in his employ, had written ASMPA 
requesting a change to leave out the barrier bag. 

(c) Mr. Bailey thought deviation had been approved. 

(d) This statement is in direct contrast to Bailey’s statement to the visiting 
party at the plant on 30 April. 

(e) Following decision rendered to Mr. Bailey: 

(1) Samples would be pulled from depots on shipments made. 

(2) Performance tests would be performed. 

(3) If samples failed to pass tests, all units shipped would be returned 
and guarantee clause invoked. 

(f) See Capt. Ketcham’s Memo dated 5 May 1953. 

8. Shipments stopped 15 May 1953: 

(a) Decision reached by front office, 15 May, that all shipments would be 
stopped immediately pending further investigation. 

(b) Telegram sent to Bailey to this effect. 

(c) See Lt. Kramer’s Memo dated 15 May 1953. 

9. INM—Passaic, N. J., facts involving this Office: 

(a) Capt. Ketcham on 5 May 1953 briefed Commander Ford, INSMAT Liai- 
son Officer, and Cmdr. Foley, INSMAT Office, Passaic, N. J., on the entire 
situation. 

(b) See Complete Memo in folder by Capt. Ketcham dated 5 May 1953. This 
Memo explains complete picture of INSMAT position in this matter. 
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(c) Copy of telegram halting all shipments forwarded to INSMAT Office 
in Passaic, N. J. 

(d) See letter dated 18 May 1953 from INSMAT Office, Passaic, N. J. 

10. All meetings and facts pertaining to this situation handled by Lt. Kramer 
after 22 May 1953. Complete documentation contained in Contract folders. 

11. Contracting officer’s recommendations: 

(a) That the Fiscal Division of this Agency be instructed to withhold payment 
on all open invoices on OIN—42687, pending the resolution of the points in para- 
graph 2 below. 

(b) That the original decision rendered on 5 May 1953 by the Chief Contract 
ing Officer and the undersigned (as deiailed in paragraph above) remain in 
force, with the following modifications. 

1. That performance tests be conducted as expeditiously as possible on the units 
recalled from Louisville and FCDA. 

2. That in as much as only four units were recalled, that six additional units 
be selected by AINM Passaic from the completed stock in the Contractor's plant, 
and forwarded immediately for test at ASMPA. 

3. That the Contractor be instructed immediately to stop all work on OIN 
42687, pending results of these performance tests. 

4. That if the samples pass the performance test. this indicating that the 
contractor's omission of the Specified Moisture Vapor Barrier does not impair the 
proper useability of the box, the following action be taken. 

(a) A sizable price adjustment be obtained on all units shipped on both con- 
tracts, to compensate the Government for the omission of the Specification re- 
quirement. 

(b) That the Contractor be given ASMPA approval to resume work on OIN-— 
42687, but that no units be shipped in the future without the Specification Bar- 
rier. (This may not appear consistent, but it behooves the Government to in- 
sist upon correction on all future production, while the structure of the box 
makes it impossible to correct the omission of the Barrier on units already 
shipped). 

(c) That if the samples fail to pass the performance tests, the following action 
be taken. 

1. That the legal office make a determination as to the advisability of termina- 
tion of the entire contract quantity of both OIN’s 42687 and 42688. 

2. That the Contractor be advised to return all monies paid. 

That upon return of said monies that all units already shipped will be re- 
turned to him at his expense. 

4. That delinquency be considered as the legal grounds for this termination. 

5. That if total termination be deemed too severe, that the Contractor be 
given an opportunity to replace, under the Guarantee Clause, the defective 
units, or to correct same, and that the Contractor be permitted to ship the balance 
of OIN-42687 with the Specification Barrier included. 

(d) That the Agency Inspector General make an investigation to determine 
whether the provisions of APP 1.303.1la & b are applicable. 

J. B. KercHam, 
Capt. USAF, MSC, 
Contracting Officer. 
M. KRAMER, 
Lt. MSC, USN, 
Purchasing Officer. 

Mr. Correr. Can I just res ad from the last page of that, Lieutenant? 

Mr. Ketcuam. Yes, sir. 

Mr. Corrrr. On page 6—and if this isn’t in context, or if there is 
something which should be read with it, you tell me—it is stated: 

That the legal office make a determination as to the advisability of termina- 
tion of the entire contract quantity of both OIN’s 42687 and 42688. 

Those are the two contract numbers; is that correct ? 

Mr. Kretrcnam. Excuse me, Mr. Cotter, sir. I think maybe we should 
preface the remark on these last points you are reading, sir, that this 
should be action taken if the samples that we were going to pull failed 
to pass the performance test. 
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I believe there is a subparagraph (c) at the top of the memorandum, 
that if the samples fail to pass the performance tests—— 

Mr. Correr. Yes. 

That if the samples fail to pass the performance tests, the following action 
be taken. 

Mr. Kerouam. Yes, sir. 

Mr. Correr. And your previous recommendation should have gore 
to another course of conduct; is that right? 

Mr. Kercuam. Yes, sir. In other words, we had an either-or situa- 
tion we were recommendiny here in this memorandum. 

Mr. Correr. Are all your recommendations on the last page con- 
ditioned upon that condition ¢ 

Mr. Ketcuam. No, sir. There is one recommendation on the bot- 
tom which is under the heading (d). 

Mr. Correr. That is (d) ? 

Mr. Kercuam. Subparagraph (d). 

Mr. Correr. Subparagraph (d) ? 

Mr. Kercuam. That’s right. 

Mr. Correr (reading) : 

That the Agency Inspector General make an investigation to determine whether 
the provisions of APP 1.303.1a and b are applicable. 

What does that mean ? 

Mr. Ketcuam. That was a recommendation that I felt that a qual- 
ified member of the Agency staff should make a complete and thorough 
study, which was not possible for me to do at that particular time, of 
the possible improprieties in the procurement, particularly revolving 
around Bailey’s omission of the waterproof barrier. 

Mr. Correr. Possible fraud aspects ? 

Mr. Keronam. Well, that APP, sir, deals with reporting to higher 
authority, I believe. 

I should have it with me to check me, but I believe it involves re- 
porting to higher authority procurement instances where there is 
suspicion of fraud. 

Mr. Correr. Do you know whether this recommendation was 
followed ? 

Mr. Kercuam. Well, sir, I left the Agency right after this memo- 
randum, and Mr. Wolfe advised me in the course of talking to me 
around Thanksgiving that he didn’t believe that the Agency had 
processed any formal report. 

I don’t know whether the Inspector General made the investiga- 
tion or not. Somebody else would have to clarify that. 

Mr. Correr. Yes. , 

Mr. Kercuam. I just cannot say. 

Mr. Correr. You wouldn’t know about that ? 

Mr. Kercnam. No, sir. 

Mr. Correr. You went out before that? 

Mr. Kercnam. Yes, sir; I had gone. 

Mr. Correr. I have no more questions. 

Mrs. Cuurcu. I have one more question. 

Mr. Rrenitman. Mrs. Church. 

Mrs. Cuurcu. Mr. Ketcham, as I recall one paragraph in your 
statement, you referred to the fact there was some surmise the Bailey 
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contract was awarded because of some pressure that had been applied 
at some time or another; am I correct about that ? 

Mr. Kercuam. I think that is right, Mrs. Church. I think I said 
in the last paragraph something about the fact that one of the things 
that may have entered into the picture—this was only a personal 
opinion—might have been tied up with a hearsay whic h I had at the 
time—that should we not make the award to this apparently success- 
ful and able-to-produce low bidder we might be faced with a protest, 
which we would have a great deal of difficulty in refuting. 

Mrs. Cuurcu. There had been a protest 

Mr. Kercnam. Well, I don’t know that point. I heard something 
that Bailey had protested something in the past on another award. 

Mrs. Cuurcu. Did the rumor go so far as to identify the type or 
the nature ¢ 

Mr. Kercuam. No, ma’am. I think I said in my memorandum I 
tried to run that down, but was not able to. 

Mrs. Cuurcu. I know, but did you have any surmise about it? 

Mr. Kercuam. You mean, Mrs. Church 

Mrs. Cuurcu. As to the nature of pressure ? 

Mr. Kercuam. No; no pressure at all, ma’am, only in the nature 
of an unsuccessful contractor filing a protest, which he is entitled to 
do. 

Mrs. Cuurcu. In other words, it is your recollection the protest 
might have been filed by Mr. Bailey, not by another party ¢ 

Mr. Kercuam. That’s right; by Mr. Bailey. 

Mr. Rrenuman. Mr. Holifield. 

Mr. Ho.irtetp. No questions. 

Mr. Rreniman. Mr. Lipscomb. 

Mr. Lirscoms. No. 

Mr. Rrentman. Mr. Ikard. 

Mr. IKarp. No, sir. 

Mr. Rrenutman. Mr. Lantaff. 

Mr. Lanrarr. One question: The memorandum entitled “Memo- 

randum for the Record,” dated July 10, 1952, which you prepared— 
did you deliver that to the General Accounting Office when they in- 
formed you they were investigating this case ? 

Mr. Kercuam. I gave a copy of that memorandum to Mr. Wolfe 
of the General Accounting Office j in November. 

Mr. Lanrarr. In November of this past year ? 

Mr. Kercnam, Yes, sir. 

Mr. Lanrarr. Up until that time it had been in your possession ? 

Mr. Kercnam. Yes, sir. 

Mr. Lanvarr. The original memorandum? 

Mr. Kercnam. Yes, sir; entirely in my possession, sir. 

Mr. Lanrarr. In November of 1! 53, when you delivered it to the 
General Accounting Office, did you then explain that you had pre- 
pared this memorandum, but that you had some reservations about it 
at that time ? 

Mr. Kercnam. Yes, sir. I told Mr. Wolfe, and also Mr. Poole, his 
assistant, that I felt some of these points would not stand up, that I 
had overstated my case and I didn’t subscribe as wholeheartedly in 
November of 1953 to the points I had made at the time I wrote the 
memorandum, and Mr. Wolfe prepared a statement which he wanted 
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me to sign, including this memorandum, and a lot of other hearsay, 
and comment, which didn’t necessarily tie in with the facts as I knew 
them in the case; and, so, we reworked the statement completely, and 
rewrote it, and we excluded the memorandum from the official state- 
ment which I gave to the committee. 

Mr. Correr. You didn’t want to include the memorandum ¢ 

Mr. Kercnam. Yes, sir. 

Mr. Correr. But you did give the memorandum, for what it was 
worth ¢ 

Mr. Kercuam. Yes, sir; that’s right. 

Mr. Corrrr. So that we might clear up something you said on the 
record here a while back, Mr. Ketcham, when you were first contacted 
by the GAO, there was a series of interviews and then they asked you 
to make a statement; is that correct ? 

Mr. Kercuam. Not correct, sir. 

Mr. Corrrer. Well, in substance ¢ 

Mr. Kercuam. No, sir. 

Mr. Correr. Well, you—— 

Mr. Kercuam. I was contacted first by Mr. Wolfe and Mr. Astor 
early—oh, about the middle of August, I think, the 8th, 10th, 15th of 
August, of 1953, and they talked to me at that time on a very amicable, 
amiable basis, and then I heard nothing from them until the end of 
November, at which time Mr. Wolfe said it was time to get down to 
brass tacks, that he, personally, felt I was trying to cover up things that 
I knew to protect the Agency, and that I was going to get myself into 
very serious difficulties if I continued with that uncooperative attitude. 

Mr. Correr. The thing I am trying to bring out—and I only know 
part of the picture—is that after you talked to them you got a lawyer, 
and then there was a long delay before you signed a statement; is 
that correct? 

Mr. Kercnam. No, sir. 

Mr. Correr. That is not correct ? 

Mr. Kercuam. No, sir. 

Mr. Correr. Wasn’t there a period of several weeks or 

Mr. Kercnam. No. That tied in with a conversation we had, when 
you called me. 

Mr. Correr. Yes; when I called you 

Mr. Kerenam. Mr. Wolfe’s attitude—this was in November, sir. 
When he talked to me in August, I was not overly personally concerned 
with the questions he had asked me. I tried to help. I understood 
the seriousness of the committee activity and that the committee had 
to have accurate information, and was pursuing a very worthwhile 
course. So, I gave Mr. Wolfe what I felt to be the truth at that time, 
and I did not make any recourse to any attorney at that time. 

It was not until late November, after Thanksgiving, actually the 
day after Thanksgiving, when Mr. Wolfe invited me up to his office, 
uptown New Y ork, and got what I considered to be very highhanded 
and rough with me, accusing me of lying and threatening me with the 
possible loss of my job with the ¢ ompany. 

Mr. Correr. Is that entirely so, Mr. Ketcham ? 

Mr. Kercnam. Yes, sir. 

Mr. Correr. He told you that he has received information that the 
Agency and probably you had been placed on notice of these devia- 
tions on the part of Bailey prior to the April 30 trip to the plant. 
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Mr. Kercuam. Well, he told me that he had sworn testimony from 
certain people that would prove I was lying on that point, and that, of 
course, infuriated me, sir, because I knew I was trying to tell the truth 
and trying to help the committee in any way I could. 

Mr. Correr. Let’s test that. 

When I called you, my point in calling you was that I had learned 
from them you were hesitating about signing this statement. 

Mr. Kercuam. No, sir. 

Now, I would like to clarify that point, if I might, Mr. Riehlman. 

Mr. Correr. It is quite far afield, but I don’t want any false im- 
pressions here, if we can help it. 

Mr. Kercuam. Well, Mr. Wolfe, in my opinion—this is only per- 
sonally—behaved to me in a manner that I don’t think is consistent 
with the overall sincere and outstanding record of this subcommittee. 

Mr. Rreutman. Let me say this to you, Mr. Ketcham: That Mr. 
Wolfe is not employed by this subcommittee, and I think if there is 
any question about the manner in which he treated you—and we are 
willing to hear it here today, but I think then it should go to his supe- 
riors, and the committee has no jurisdiction over his superiors, either. 
He was working for General Accounting Office, getting the informa- 
tion for the committee, of course. 

I think the main thing we are interested in today is whether or not 
our committee and our staff did anything that was improper. 

Mr. Ketcnam. Yes, sir. 

Mr. Rrenuman. And if you have that information, we are willing 
to hear it, and we are not going to deviate from it one bit. 

Mr. Hourrrerp. Now, Mr. Chairman 

Mr. RireuumMan. Yes, sir. 

Mr. Hottrretp. On the other hand, the question has been brought 
up about the witness hiring an attorney. 

Mr. Kercuam. Yes, sir. 

Mr. Hoxirtep. I think that if the tactics were used by Mr. Wolfe 
which the witness has said he did exactly what I would do under the 
circumstances. 

Mr. Kercouam. That’s right. 

Mr. Rrenumay. Yes. 

Mr. Houirrevp. I would go get myself an attorney if I thought I was 
going to be in any trouble with the Government, whether I thought I 
was innocent or whether I felt I was guilty. I would get an attorney 
to protect my rights. 

Mr. RirewuMan. I am not objecting to that at all, Mr. Holifield. 
I think it is a proper that he did. 

Mr. LaAntaFr. Chairman, I think also the impression that I 
thought I had ool I think maybe some of the committes 
had—was that Mr. Ketcham might have modified his views on this 
particular statement after going and talking with some of his former 
superior officers, after this past weekend. I think it is very interesting 
to notice this was a point in controversy way back in November 

Mr. Ketcuam. Yes, sir. 

Mr. Lantarr. Prior to the time he talked with any of his superiors, 
that he had modified his statement even at that time. 

Mr. Rrenc_man. Yes. 

Mr. Lantarr. And that was a controversy between GAO as to 
whether or not he should sign a statement to that effect. 
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Mr. Rreniman. That is right. 

Mr. Kercuam. Mr. Riehlman, sir. 

Mr. Rrenuman. Yes, sir. 

Mr. Kercuam. If I could develop this point a little bit more, the 
reason I got somewhat afield on this is that I believe Mr. Cotter was 
trying to develop why I had taken so long in trying to make up my 
mind and help the committee on this matter, and I think Mr. Holi- 
field put his finger on it, sir. 

In July I was perfectly satisfied, trying to help a hundred percent, 
as I still am, but after Mr. Wolfe’s tactics in late November and early 
December I was sufficiently upset that I talked to my brother, who is 
an attorney, and who advised me and represented me on this matter. 

Mr. Correr. Was it your brother who is your attorney ? 

Mr. KercHam. Yes, sir. He is here today. 

Mr. Corrrr. Yes. 

Mr. Kercuam. So, I talked with him, to try to clarify my legal 
rights in this matter, because Mr. Wolfe had made some statements to 
me which didn’t seem consistent with good congressional procedure, 
and I asked Mr. Wolfe 

First, of all, I think Mr. Wolfe will have to admit I told him at one 
oint I was going to try personally to call on Mr. Riehlman or one of 
is top representatives to complain about the way I was being treated. 

Mr. Rreximan. | am very sorry, sir, you didn't. 

Mr. Kercuam. Well, sir, I wish I had now, sir. 

Mr. Correr. Is that how I happened to get in the picture? 

I don’t recall. 

Mr. Kercuam. Yes, sir. That is what I am trying to develop, as 
to why Mr. Cotter called me. 

So, I told Mr. Wolfe I couldn’t deal any further with him until he 
presented some definite proof that he was authorized to deal for Mr. 
tiehIman’s committee, and deal in the manner in which he was han- 

dling me. 

So, he said, “We’ll have Mr. Cotter, the General Counsel, call you 
and clear you up on that point.” 

So, as a result of my insistence that I get some credentials or au- 
thorization for Mr. Wolfe’s activities—that is why Mr. Cotter called 
me. 

Shortly after that Mr. Wolfe presented me with a statement, which 
he wanted me to sign, which pretty much was accurate and covered a 
lot of the facts in the case. 

Mr. Rreximan. Just a minute. 

Mr. Kercuam. Yes, sir. 

Mr. Rreuiman. Do we have a copy of that report? 

Mr. Correr. Of the affidavit? 

Mr. Rrenuman. Yes, sir; of the affidavit. 

Mr. Correr. We do. 

I am going to introduce it here. 

(The matter referred to is as follows:) 
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CXHIBIT 17 


Affidavit of December 17, 1953 by James B. Ketcham voluntarily made to General 
Accounting Office Investigators Charles E. Wolfe and Levin L. Poole re 
ASMPA contracts for procurement of blood shipping containers from Bailey 
Engineering Co., Ramsey, N..J. 


I, James B. Ketcham, residing at 460 West 24th Street, New York, N. Y., 
voluntarily make this statement to General Accounting Office Investigators 
Charles E. Wolfe and Levin L. Poole. 

I was released from active military duty as a captain in the United States 
Air Force on June 5, 1953. Prior to my release, I served as a contracting officer 
during the period March 27, 1952 to May 22, 1953 at the Armed Services Medical 
Procurement Agency (ASMPA), 84 Sands Street, Brooklyn, N. Y. I was the 
contracting officer for MPA 30—-287—md—-18435 and 18436 (dated June 28, 1952), 
between ASMPA and the Bailey Engineering Co., Inc., for insulated blood- 
shipping boxes, stock Nos. NS-4 CD V-156 (4-186-120). 

Prior to the awarding of the two contracts referred to above, I questioned 
the advisability on the basis of the data then available of making Bailey the 
sole recipient of the awards, especially in view of a plant facilities survey report 
which had recommended that the proposed delivery schedule be halved in view 
of Bailey’s limited production facilities. I expressed my opinions to my im- 
mediate superior, Lt. Col. Max M. Brown, chief contracting officer, but he ad- 
vised me that Col. T. C. Carow, then Chief of the Agency, had directed that 
the awards be made to Bailey. As a junior officer, I was, of course, not in a 
position to know all the reasons for Colonel Carow’s decision, and therefore, 
upon Colonel Brown’s instructions, I signed the contracts. I also prepared 
a personal memorandum setting forth, while the events were still fresh in my 
mind, my own thoughts with respect to the awarding of the Bailey contracts. 
This memorandum was placed in my private file, since it was not an official 
record of the Agency. Personally, at that time, I did not feel on the basis of 
the facts available to me that the entire award should have been made to Bailey 
without further clarification of its production capabilities and financial back- 
ground, and without a preaward sample being tested. 

Bailey, however, commenced operations under the contracts and, according to 
the reports I received, submitted samples of its products to our Laboratory 
Branch on several occasions. 

Thereafter, on several occasions during the spring of 1953, I recall discussing 
with Mr. O. R. Elder, New York representative of the Texas Trunk Co., a com- 
pany engaged in making similiar boxes under another contract, the overall prob- 
lem of specifications on this item. On one occasion I recall that Mr. Elder out- 
lined for me in some detail the parts of the specifications which he felt were 
impractical or poorly defined. He also asked me whether there were specific 
instances where Bailey had received authorization from the Agency to deviate 
from specifications. He told me it was his belief that if the Agency had author- 
ized any such deviations they would not be fair to the other manufacturers of 
the item and could affect the quality of the boxes. I brought Mr. Elder’s criticism 
of the specifications to the attention of Mr. Robert Simon of ASMPA’s Speci- 
fications Branch in informal discussion. Mr. Simon told me that Mr. Elder’s 
criticisms were inconsistent with the facts, and were unwarranted. Mr. Simon 
emphasized that his Branch would not permit any deviation which would alter 
the contract status. On another occasion I recall that Mr. Elder also asked me 
specifically whether the Agency had granted Bailey an exception as to the 
moisture vapor barrier. I told him that I did not know of any such au- 
thorization. 

On April 10, 1953, I had a telephone discussion with Mr. William Hollinger 
who had previous supplied boxes of a relatively similar type. He questioned 
Bailey’s performance and also asked whether Bailey was deviating from speci- 
fications. 

When my superior, Colonel Brown, suggested during April 1953 that it might 
be a good idea to visit Bailey’s plant to see how performance was progressing 
I was in complete accord with his suggestion, especially since the above mentioned 
discussions were fresh in my mind. 
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The major result of our inspection (which was made on April 30, 1953 by 
Colonel Brown, Lieutenant Curley, Mr. Simon and myself) was the discovery 
that Bailey was manufacturing the boxes without including therein the speci- 
fied moisture vapor barrier. The report of this visit is fully documented in the 
official contract file. 

I have no recollection now that prior to our visit to the Bailey plant any 
individual told me that Bailey was leaving out the moisture vapor barrier. 

Under date of June 1, 1953, Lt. M. Kramer (purchasing officer) and myself 
addressed a 6-page memorandum to the Chief of the Purchases Division, ASMPA, 
setting forth a detailed summary of the facts we had compiled relating to Bailey’s 
unauthorized omission of the specified moisture vapor barrier. This memoran- 
dum was written on the instructions of Colonel Brown and Lt. Col. H. H. Angell 
(Chief, Purchases Division) and was started by me early in May 1953, and 
turned over to Lieutenant Kramer who completed the drafting of the detailed 
chronological summary which we had taken from the official contract files. The 
concluding recommendations were drafted by me. 

According to the instructions I had received, this memorandum was intended 
to present in clear, concise form the developments in the Bailey case up to the 
time of writing and to state for the record the contracting officer’s advice and 
recommendations with respect thereto. During its preparation, I discussed the 
paper several times with Colonel Brown and Colonel Angell. At Colonel Angell’s 
request I also discussed the procedure for dealing with improprieties on con- 
tract performance with Mr. T. C. P. Martin, Chief of the ASMPA Legal Office. 
Mr. Martin stated that it was not the responsibility of the Agency to determine 
whether or not fraud was involved in the Bailey performance, but it was the 
responsibility of the Agency if, on the facts, a suspicion of fraud was present, 
tu report such suspicion of fraud to higher authority who would then make the 
ultimate determination. He also expressed this opinion to Col. Howard F. 
Currie, Chief of the Agency, at a meeting attended by several members of the 
staff who were concerned with the case, including Colonel Angell and myself. 

The facts as taken from the official contract files for our memorandum con- 
cerning the performance by Bailey, including the fact that submission of samples 
had been made to our laboratory branch which had differed from contract ship 
ments, raised in my mind at that time without any other evidence a suspicion 
as to the propriety of Bailey’s act in omitting the specified moisture vapor barrier. 

Therefore, the final recommendation in the memorandum was “That the Agency 
Inspector General make an investigation to determine whether the provisions 
of APP 1.303.1a and b are applicable.” 

After Lieutenant Kramer and I signed this memorandum I turned it over to 
him for disposition, since I was leaving the Agency. I do not know what hap- 
pened to it after that, but so far as I know, when I left the Agency no decision 
had yet been made as to the final action to be taken by the Agency with respect 
to the Bailey contracts. 

This statement, consisting of 6 pages, has been read by me and is correct in 
every respect, to the best of my knowledge and belief. Each page of the state- 
ment has been initialed by me and by Charles E. Wolfe, and a duplicate original 
retained by me. 

JaMeEs B. KeTcHAM. 


Subseribed and sworn to before me at New York, N .Y., this 17th day of De- 
cember 1953. 
CHARLES E. WOLFE, 
Special Investigator. 


By authority of the Comptroller General of the United States, pursuant to 
section 297, Revised Statutes, as amended. 

Mr. Rreuiman. All right; we will have it for the record. 

All right, proceed. 

Mr. Kercuam. So, then I talked with my brother, and as quickly as 
we could we worked up a fair, honest statement and gave it to Mr. 
Wolfe, and I don’t think taking recourse to my own brother’s legal 
counsel delayed the process of the committee. 

I think if Mr. Wolfe had wanted information from me he ought 
to have come to me earlier than November 28, or whatever it was. 
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Mr. Rrenitman. How long do you think it took you to get that 
together # 

Mr. Kercuam. My brother can check me on this, but I would say 
probably the whole job was done in 4 days or 5 days, and my brother 
naturally wanted also recourse to a couple of the top law partners 
in his firm, to be sure that we were proceeding properly, and I wasn’t 
violating any good ethics or procedures in any statement that I made. 
So, I don’t think I delayed unduly cooperating with the committee. 

Mr. Correr. I don’t think there is any criticism of that at all, Mr. 
Ketcham, but I am concerned about the remarks that have been made 
about Mr. Wolfe, because I always gained the impression that he was 
sincerely trying to do his job, that he had testimony and information 
that you were on notice and that he was of the impression that you 
were in contact with the Agency people, whom you still know, and 
that you were very reluctant to commit yourself, and that that was the 
impasse that was reached, rather than there was any wrong handling, 
and so forth. 

Mr. Kereuam. Mr. Cotter, could I ask you one question ? 

Mr. Correr. Yes. 

Mr. Kercnam. Sir? 

Mr. Correr. Yes. 

Mr. Kercnuam. I think I am clear on this now. In the course of 
trying to hammer out a statement which I was to sign for Mr. Wolfe, 
I think you will agree with me this sort of procedure is not approved : 
At one stage I phrased something a certain way. Mr. Wolfe said, 
“That is not the way you are to say that. I want you to say it this 
way.” 

And that was the point when I got my back up. 

Also, he said he had the authority to take 

Mr. Wolfe, I think you will have to admit to that. 

Mr. Houirtetp. Mr. Chairman. 

Mr. Rrenuman. Mr. Holifield. 

Mr. Kercnam. I think you will have—— 

Mr. RrenumMan. Wait a minute. Let’s have order here. 

Mr. Houirrerw. Mr. Chairman. 

Mr. Rresuman. Mr. Holifield. 

Mr. Horirtetp. I am very much interested in the way Mr. Wolfe 
approached you. I would like for you to teil this committee, in your 
own words, exactly the way Mr. Wolfe approached you; if he made 
any threats, what threats he made—— 

Mr. Kercuam. Yes, sir. 

Mr. Houtrtevp. If he tried to get you to sign things that you didn’t 
want to sign 

Mr. Kercnam. Yes, sir. 

Mr. Horirtetp. I want you to say so. 

Mr. Kercuam. Yes, sir. 

Mr. Houirrevp. I want you to make a frank and clear statement to 
this committee. 

Mr. Kercuam. All right. 

Mr. Hotutrievp. If he may be allowed to do so, Mr. Chairman. 

Mr. Rreuiman. Yes, sir. 

Mr. Kercnam. I think, sir, one thing I should say, for Mr. Wolfe’s 
benefit: At the very end he apologized to me for the way he treated 
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me. He said, “We never know who we are dealing with in these 
things, and I’m sorry we got so —— with you.” 

So, I should put that in the record, too. 

Mr. Houirtetw. That is all right. I always apologize to a man 
when I knock him down. 

Mr. Rrenitman. Would you proceed ? 

Mr. Kercuam. Yes, sir, Mr. Sielbaie: 

Mr. Houtrievtp. Was that the apology given to you in the presence 
of witnesses ? 

Mr. Kercnam. I think Mr. Poole was present, sir, Mr. Wolfe’s 
assistant. 

Mr. Houtrtevp. All right, proceed. 

Mr. Kercnam. Yes, sir. 

Mr. Houirrevp. And give us a clear statement. 

Mr. Kercuam. Well, very briefly, sir, Mr. Wolfe asked me to come 
to his office uptown New York, the day after Thanksgiving, and I 
was very busy, just starting out as a junior executive in my job, after 
getting out of the service, and I asked that he come to my office; and 
Mr. Wolfe said, “No,” that I would have to come to his office, that 
he had sufficient information that would be personally embarrassing 
to me, that it would probably do me a lot of harm if he came down to 
my office ; so, would I please come to his office. 

So, knowing at least that he purported to act for this subcommittee, 
and the record of this subcommittee, in my mind, has always been so 
consistently high, I thought—well, I should still cooperate completely. 

Now, what I should have done, I think, is refused to see Mr. Wolfe 
at all, had I known he was going to treat me the way he did. 

Well, I went up to his office and we started out on an amiable 
basis, but the thing broke down again to an accusation that I was 
covering up for the Agency, that this could seriously hurt my career, 
that I was a nice, young fellow, who had a good potential career, 
and that sort of thing could cost me my job, and it would be very bad 
publicity, and if I didn’t come across and give him the information 
that he had to have that I would certainly regret it to the day I died. 

Mr. Correr. Aren’t you characterizing that, Mr. Ketcham, that “he 
had to have”? 

Mr. Kercuam. No, sir. 

Mr. Correr. Now, is that a true statement? 

Mr. Kercnam. Yes, sir, to the best of my knowledge it is. 

That is one of the things I think 

Mr. Correr. That “he had to have”? 

He told you what he had to have, and you were supposed to give-—— 

Mr. Kercnam. Oh, no; no. No, sir. That is—— 

Mr. Correr. Well, that is what you said. 

Mr. Kercuam. Maybe I am confusing: 

Mr. Correr. That is what you said, and Mr. Wolfe happens to be 
an investigator of 20 years standing, and I hate to see anybody just 
loosely maligned unless it is justified. 

Mr. Hourrrevp. Now, let’s let the witness proceed in his own words. 
We can put Mr. Wolfe on the stand later. 

Mr. Kercnam. Yes, sir. 

Mr. Rreniman. If you will, proceed. 

Mr. Hotirretp. You are under oath. 

Mr. Rreniman. If you will, proceed, Mr. Ketcham. 
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Mr. Kercwam. Yes, sir. 

Mr. Rresuman. You are under oath. 

Mr. Kercuam. Yes, sir. 

Mr. Rieuuman. And after you have said what you are going to say, 
we will have Mr. Wolfe take the stand. 

Mr. Kercnam. Yes, sir. 

Mr. Rieniman. After you finish, Mr. Wolfe will take the stand and 
we will give him an opportunity to give his views and say what he has 
to say. 

Mr. Keronam. Yes, sir. 

Mr. Rrew_Man. So, I want to give you fair warning 

Mr. Kercuam. I appreciate that, sir. 

Mr. Riewi_man. As to what is going to follow; and you are under 
oath. 

Mr. Kercuam. I appreciate that, sir. 

Well, the first visit with Mr. Wolfe ended with the fact that he 
wanted to mull over some of the information that I had given him, 
and he still felt I was not being cooperative and was protecting mili- 
tary personnel, and he wanted me back again at a very early date; 
and, so—I have forgotten when, but some time the next week he 
attempted to contact me. 

What happened—I think on this particular occasion he succeeded 
in contacting me, and I asked him to come down to my office again. 
He said, “No; please come up.” 

So, I went up to his office, and at that point he asked me a number 
of questions, some of which I just didn’t want to answer completely, 
in the way that he had asked them, and he said to me at that time— 





You know, we have the authority to take a direct question-and-answer state- 
ment from you. We can ask you a point-blank question and you have got to 
give us a point-blank answer. 

Well, I worried about that at the time because I thought that was 
proper procedure in a hearing of this type, but I didn’t know whether 
it was proper procedure in an investigation; and Mr. Wolfe, I think, 
will have to admit I made quite a point of questioning him on that in 
another instance. 

Then, the following week he was still mulling over some of the 
statements I had given him and was beginning to get a statement in 
shape that he wanted me to write, and I was home sick from the office 
1 day with a cold, and he called my office and raised quite a stir in 
the office about the fact that the people in the office wouldn’t tell him 
where he could reach me. He wanted to know—“Well, where is he?” 

And he was quite—I believe the gentleman who talked to him on 
the phone would be willing to say he was quite rude and abrupt on the 
phone, and said, “Well, I have to know right away where he is,” and, 
“Why isn’t he at his office,” and so on. 

And then he called my home and talked to my wife and insisted I 
come to the phone, even though my wife said I was sick in bed. 

Well, I went to the phone and talked to Mr. Wolfe. 

All these things were upsetting me, and built up in me to the point 
where I dropped the thing in my brother’s lap and said, “What should 
I do now?” 

Mr. Rireuiman. Does that complete your statement ? 
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Mr. Kercuam. Yes; I think, to the best of my recollection, that is 
a very accurate statement of the things that bothered me in our con- 
versations. 

Mr. Rreniman. All right. 

Mr. Wolfe, have you been sworn # 

Mr. Wotrr. No; I haven't. 

Mr. Rreuiman. Do you solemnly swear that the testimony you are 
to give before the committee will be the truth, the whole truth and 
nothing but the truth, so help you God ? 

Mr. Wo tre. I do. 


TESTIMONY OF CHARLES E. WOLFE, INVESTIGATOR, GENERAL 
ACCOUNTING OFFICE 


Mr. Rreutman. Would you like to step down here so the committee 
can see you ? 

Maybe you would just as soon sit right there. You speak loud 
enough for the reporter. 

Mr. Wotrr. All right. 

Mr. Rrentman. I think, in all fairness to you and to the members 
of the committee—you have heard the statements made by Mr. Ket- 
cham in respect to the manner in which he was treated, and while 
you were asking for certain information from him in carrying out an 
investigation, as one of your duties as a GAO investigator—it would 
be well for us to have on the record your views in respect to the state- 
ments that have been made. 

Mr. Wotre. Well, Mr. Ketcham’s statements have certainly come 
as a complete surprise to me, because I had no reason to think there 
was anything he took exception to at all. In fact, when I left him, 
it was on a quite friendly basis, and he seemed to think I treated him 
fairly. That’s the impression I got, and I had no reason to think 
otherwise. 

I can’t comment on all those points he raised. He raised so many 
different points there I can’t recall them all now. 

He accused me of being highhanded, and so forth. I mean, to me 
that’s utterly unfounded. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Rrenitman. Mr. Lantaff. 

Mr. Lanrarr. May I ask a question ? 

Mr. Rireuiman. Yes, sir. 

Mr. Lanrarr. Do you recall making any statement after you fin- 
ished completing your investigation to ) the effect that the witness has 
testified to, that being, “Well, Tam sorry if I had to get a little rough 
on you because we run into all kinds of people in our work” ? 

Mr. Wotrer. No; I didn’t, not in those exact words, I don’t believe. 
I mean I got the impression he did think maybe I was a little rough 
with him, see, but 

Mr. Lanrarr. Did you ™ ake that apology ? 

Mr. Wore. As far as I’m concerned, since he did get that im- 
pression, which I don’t think was founded at all, that I did say some- 
thing, “Well, now, I hope—I’m sorry; if you think we got a little 
rough with you, I’m sorry about it, and hope you don’t think there 
was anything personal in it,” and so forth and so on. 
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Mr. Rreucman. Is that the normal procedure that you follow 
where you were making an investigation if a person were upset be- 
cause of the questions you had asked ‘him and he was 

Mr. Wore. Well, yes. I mean, if he seemed to be upset about it— 
I mean, naturally some of these questions are embarrassing, and they 
don't like to answer them. I mean he was reluctant to answer them. 
I can appreciate his position, and so forth, but—— 

Mr. Ricuiman. I would like to ask this question, and I am not 
sure whether Mr. Lantaff covered it in his question——-- 

Mr. Wo tre. The point is: What I try to do in an interrogation 
is try to draw the witness out and get him to state the facts, and 
state them truthfully, and sometimes you tread—I mean you may 
tread on a little sensitive ground here and there, and so forth. He 
might not want to—you might become somewhat rough. 

Mr. Rreuiman. Did you at any time in your conversation with 
Mr. Ketcham tell him if he didn’t tell the truth and answer the 
questions properly you were going to see he lost his job or it would 
impair his rels anion with his employer ¢ 

Mr. Wotrer. No; I didn’t say anything like that. 

Mr. Houtrieip. Did you prepare a statement for him to sign, Mr. 
Wolfe ? 

Mr. Wotre. Well, no. The statement was prepared in collabora- 
tion with him. I mean it was a joint effort. 

Mr. Ho.irietp. Now, just a minute. He made the statement to 
this committee that a statement was placed before him. 

Mr. Wotre. Well, no. Here’s the way— 

Mr. Howtrietp. And he was asked to sign it. 

Mr. Woxre. Here’s the way it worked: We conducted the inter- 
view and explored these questions preliminarily, and then I asked 
him if he would give us an affidavit, and he said he would. 

So, the next question was getting it down on paper. 

L asked him if he wanted to write it, or if he wanted me to write it. 

He said, “Well, maybe you better write it. We'll collaborate on it.” 

In other words, we wrote it as we went along. He dictated part 
of it himself, the greater part of it. I wrote some of it, which he 
was at liberty to review. 

He went over all of it later on. In fact, it was gone over several 
times by him. 

Mr. Hoxirienp. So the two of you prepared it together ¢ 

Mr. Worrr. That’s right; it was a joint effort. 

Mr. Horirrerp. Where was it typed? Was it typed in your 
office, Mr. Wolfe? 

Mr. Wo tre. Yes. 

Mr. Houtrretp. Did your secretary take the dictation and type it? 

Mr. Wore. Yes. 

Mr. Hovirtetp. At the conclusion of the preparation of that 
statement ¢ 

Mr. Wotre. Well, it wasn’t a single—it wasn’t a single effort thing. 

Mr. Houiriexp. I see. 

Mr. Worre. I mean it was several—— 

Mr. Houirretp. I understand; but you both contributed to it? 

Mr. Wo tre. Oh, yes. 

Mr. Houirmip. He did object to part of your contribution, did he? 

Mr. Wotre. Well, anything he objected to was changed. 
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Mr. Houirrev. Did he object to some of the material you prepared ? 

Mr. Woxrr. Well, I don’t think you would call it an objection. J 
mean, in fact, I didn’t insist on it. 

Here’s the point: He says I insisted on certain things going in. I 
didn’t do that at all. I asked him if he wanted to write the whole 
statement. He said, “No..” 

So, I wrote part of it, tentatively, for his approval. If he didn’t 
approve it, he was at liberty to change it, which he did. 

Mr. Hourrrecp. After you had prepared your part of that statement, 
to which he had objected, did you make any threat or use any undue 
pressure to get him to sign the part that you prepared ¢ 

Mr. Wotre. No—I mean, as I say, he was at liberty to say anything. 

Mr. Houtrreitp. I would like to hear your—— 

Mr. Kercuam. Yes, sir. I would like to say a point on that to 
clarify—I may at that point confuse this situation here. 

Mr. Wolfe called me on the phone and said, “We finally have a mem- 
orandum which we think is acceptable to us and to you, and we would 
like you to sign it or look it over, or make whatever changes” 

Mr. Houiriecp. Wait just a minute. I am under the impression up 
to now you and Mr. Wolfe sat down in the office and collaborated in 
preparing a joint statement. 

Mr. KercuaM. No, sir. Mr. Wolfe said there was a secretary pres- 
ent. I don’t recall any secretary being present at any time. 

Mr. Hourrietp. Then you didn’t collaborate with him in the state- 
ment that was subsequently presented to you? 

Mr. Kercuam. Mr. Holifield, in order to be exactly accurate on this, 
sir, I would like to explain how this was arrived at, to the best of my 
recollection, and Mr. Wolfe can bear this out. 

He made a lot of penciled notes of discussions that we had, and then 
at one of my visits he said, “Here is a rough draft of—about what 
you have told us. We'd like to go over it and make changes,” and so 
forth. 

So, I went over the rough draft with him. There were things I 
didn’t think were quite the way I remembered them, and I requested 
he change various things, which he seemed somewhat willing to do, 
but there were a couple of points, however, that he didn’t want me— 
that I felt were not quite accurate, and I requested that they be 
changed, and Mr. Wolfe said, “Well, that’s our understanding of the 
way it is, and we can’t change those points.” 

Mr. Hortrieitp. Wait a minute. What were those two points, 
please? Do you recall them ¢ 

Mr. Kercnam. Yes, sir. I remember one point in particular 
where—I have here with me the draft that Mr. Wolfe finally brought 
to my brother’s office to ask me to sign. 

Mr. Correr. This isn’t the one you signed ? 

Mr. Ketcuam. No, sir. This is considerably different from the 
one I signed. " 

The particular point where he wanted me to quote Mr. T. C. P. 
Martin, who is the Chief of the ASMPA legal office—he wanted me 
to make a statement which would atttribute certain things to Mr. 
Martin, and I just didn’t remember, and I insisted it wasn’t fair to put 
me in a position of quoting somebody else a number of months before, 
and I think you will notice when you compare the statement side by 
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side, the one which my brother and I prepared jointly and the one 
which Mr. Wolfe presented to us, you will see a marked difference. 

Mr. Holified, sir, I asked Mr. Wolfe, when he finally told me that 
he had a sts atement, res idy that he felt covered this ground—I asked 
him to bring it down to my office so I could go over it band make what- 
ever necessary changes, and he said, “No,” “that the statement could 
not go out of his possession; he would be glad to bring it himself to 
my lawyer or to me, but that it could not go out of his possession for 
work; and I think my brother, who—I rel: ayed a lot of these points to 
him, and he could clarify my memory on it. 

So, finally, Mr. Wolfe come to my brother’s office with a draft of a 
state ment, which I believed to be, ver y truthfully, considerably dif- 
ferent from a lot of the points we had talked about duri ing all of these 
discussions, and I immediately noticed some of these differences and 
told my brother I certainly didn’t feel this was a proper statement 
to sign. 

So, my brother and one of the senior partners of his law firm asked 
Mr. Wolfe to allow us to rework the statement in our own words. 

Mr. Hourrrevp. And you did? 

Mr. Kercuam. Yes, sir. 

Mr. Ho.irrevp. Subsequently rework it in your own words? 

Mr. Kerconam. Yes, sir. 

Mr. Hourrrerp. And did sign that? 

Mr. Kercuam. Yes, sir. 

Mr. Howtrretp. Under oath? 

Mr. Kercuam. Yes, sir. 

Mr. Hoxirreip. And presented it to Mr. Wolfe? 

Mr. Ketcuam. And it was a statement that I think accurately 
reflected the case and which I felt would be of value in these hearings. 

Mr. Houtrretp. Mr. Chairman, I don’t desire to pursue this line of 
questioning any further. I would suggest, however, that it might 
be well for the committee to have a copy of this draft that has been 
referred to here in order that we might compare the drafts later. 

Mr. Rreutman. With the one that was changed ? 

Mr. Hourrretp. With the one that was changed. 

Mr. RreHiMAn. Jo he finally signed ¢ 

Mr. Houirrevp. I don’t have any desire—— 

Mr. Kercnam. Could I, Mr. Riehlman—we have the original here. 

Mr. Rieuiman. We would like to have a copy of it for the record. 

Mr. Houirtew. I think we would like to check the original draft 
with the one that was signed. 

Mr. Correr. Can we have it, sir? 

Mr. Kercnam. You can. 

Mr. Correr. Mr. Chairman, can we introduce the one he executed 
along with this one? 

Mr. Rieuiman. Yes, sir; sure. Both of them may be introduced 
for the record. 

Mr. Houirtecp. Wait a minute, Mr. Chairman. I don’t know 
whether we want to introduce a draft of a statement for the printed 
record. 

Mr. Ixarp. No; when on its face it is not accurate. 

Mr. Kercuam. That’s right. 

Mr. Hotirietp. When on its face it isn’t accurate and hasn’t been 
sworn to. 
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Mr. Rreutman. I thought, Mr. Holifield, if you will permit me, 
yu asked for it for the record so you could compare it. 

Mr. Ho irtetp. No; I thought we could just have it available. 
Mr. Riruuman. But you want it for the benefit of the committee? 
Mr. Houirtevp. Yes. 

Mr. Rrenuman. All right. 

Mr. Ho.trietp. To let the committee look it over. 

Mr. Rreniman. Yes. 

Mr. Houirietp. This goes into another field, as you can well see. 
Mr. RreniMan. But the original—— 

Mr. Houirrevp. The one he signed, under oath, should be a part of 
the record. 

Mr. Rreuitman. Yes. 

Mr. Kirvan. Mr. Chairman, I am Mr. Kirvan from GAO. 

Mr. Rren_Man, Yes. 

Mr. Kirvan. May I be heard? 

Mr. Rreniuman. I think you were sworn to begin with, were you 
not ¢ 

Mr. Kirvan. No; I wasn’t, Mr. Chairman. 

Mr. Rreniman. All right. Do you solemnly swear that the testi- 
mony you will give before this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Kirvan. I do. 

Mr. Rieniman. All right, you may proceed. 


< 
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TESTIMONY OF L. R. KIRVAN, ASSISTANT CHIEF OF INVESTIGA- 
TIONS, OFFICE OF INVESTIGATIONS, GENERAL ACCOUNTING 
OFFICE 


Mr. Kirvan. I would like to make a clarification for the committee 
on certain aspects which have been discussed here, and I know you 
don’t want to take too much more time on this particular point. 

I would like to refer the chairman, however, to the request of the 
committee to Mr. Warren of the Genera] Accounting Office to assist 
the committee on this investigation. 

As you gentlemen are all aware, we have certain relationships with 
different committees, where men come on a reimbursable basis or a 
loan basis. 

On this particular matter it has been brought out now, and Mr. 
Cotter has refreshed my thinking on it, that in the past there has 
been quite some difficulty in determining whether this was a GAO 
investigation or a committee investigation, and I would like to have 
the record show this is a committee investigation and that the men 
we have loaned to the committee have been under the direction of the 
committee. 

With all due respect to the witness and to the allegations he has 
made here now regarding the technique in securing a signed state- 
ment, I don’t think it is unusual in investigative practices to have 
feelings hurt or people who wonder about whether or not they have 
been roughed up. 

I think the end result which you have here, a statement signed, 
voluntarily given, freely, without duress, is the consideration before 
the committee. 
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Many times in the past, in my experiences as an investigator for 
both the FBI and other agencies, we have taken considerable time in 
developing a signed statement. It is not always possible to get a 
reluctant witness, whe is concerned about his future and concerned 
about the past, and concerned about how the statement is going to 
affect him, particularly as it comes before a committee or is int troduced 
in evidence, to make a free statement, without encouragement or 
drawing out, or a little bit of agitation. 

So, Ido want to put in the record that Mr. Wolfe is a well-trained 
investigator. He has had 20 years’ experience in the GAO. 

We have a training program in the GAQO, through which our men 
are instructed to secure signed statements. It is pointed up to them 
always, and it is, 1 hope, very clear in their mind, that information 
which is secured involuntarily is of no value. It is of no value from 
an evidentiary standpoint or to this committee, and I think you 
gentlemen on this committee are all in agreement that Mr. Warren 
has cooperated completely with this committee, as well as other con- 
gressional committees, and that is his job. 

I just want to make that statement for the record, because I think 
this point has been overemphasized here. 

Later on, if there is a question of how this thing has come about 
and the fact we have difficulties in getting this information, I would 
only be too glad to add more to my statement here now. 

Mr. Honirienp. I would like to say, for the record, too, that, as a 
member of this committee since 1946, [ have been very pleased with 
the GAO’s cooperation. 

Mr. Kirvan. Thank you, Mr. Holifield. 

Mr. Hourrrevp, And any questioning I have done has been as a 
result of statements that were made by the witness. 

Mr. Kirvan. I understand. 

Mr. Houirieip. And from the standpoint of protecting this com- 
mittee and protecting the GAQ—— 

Mr. Kirvan. I understand. 

Mr. Houtrrevp. In this procedure—— 

Mr. Kirvan. Right. 

Mr. Howirterp. And in future procedures. 

Mr. Krirvan. Surely. 

Mr. Howtrrecp. And is not to be considered as being derogatory to 
Mr. Wolfe. 

Mr. Kirvan. Well, please let me say this: If it is established that 
Mr. Wolfe has been remiss in his duties, he will be adequately and ad- 
ministratively disciplined insofar as we are concerned, because we are 
not going to tolerate that kind of work either. 

Mr. RrenimMan. Thank you very much, Mr. Kirvan. 

Mr. Kercnam. Mr. Riehlman, sir, if I could ask one more question. 

Mr. RireuumMan. Yes, sir. 

Mr. Kercuam. I believe I mentioned earlier that I had told Mr. 
Wolfe I wanted to call on you personally to protest about the method of 
the investigation. I wonder if Mr. Wolfe would like to say whether 
he recalls my saying that to him. 

Mr. Rieuiman. Of course, I don’t think Mr. Wolfe has any jurisdic- 
tion over your coming down to see me. 

Mr. Kercuam. That isright. 
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Mr. Rreu_Man. It is a free country, and I hope you are not going to 
take statements from any counsel or anyone else from the GAO that 
you don’t have access to coming to my office or calling upon me. 

I don’t see where that is pertinent to the subject matter here. 

Mr. Kercudm. Except, sir, Mr. Wolfe stated he said he didn’t think 
I was unduly upset. Would a man not unduly upset insist he had 
recourse to see you ¢ 

Mr. Ikarp. Mr. Chairman. 

Mr. Rreni_man. Mr. Ikard. 

Mr. Ixarp. I suggest we don’t get into any argument here between 
these two gentlemen as to who said what. Wecould be here all day, as 
to, “I said this”—“I didn’t.” 

I don’t want to get into that kind of thing. 

Mr. Rreruiman. I think that is true, and that is why I didn’t want to 
get into that type of controversy. 

Mr. Kercuam. Yes,sir. I appreciate that. 

Mr. Rrenitman. Any other questions ! 

Thank you very much, Mr. Ketcham. 

I would like to get Colonel Carow on, if we can, before lunch, unless 
we get a call from the House. 

Colonel, would you come forward ¢ 

You have been sworn, have you not ! 

Colonel Carow. Yes, sir. 

Mr. Rrex_Man. Will you be seated ¢ 


FURTHER TESTIMONY OF COL. THEODORE M. CAROW, COMMAND- 
ING OFFICER, ST. LOUIS MEDICAL DEPOT 


Mr. Correr. Colonel Carow, you were present at the previous hear- 
ing, were you not ? 

Colonel Carow. Yes; I was, Mr. Cotter. 

Mr. Correr. You were the Chief of the Agency at the time this 
award was made to the Bailey Co. for these blood boxes? 

Colonel Carow. That’s correct. 

Mr. Correr. As I recall, you had been for how long? 

Colonel Carow. I had been Chief of the Agency from June of the 
prior year. 

Mr. Correr. When did you terminate your assignment there ? 

Colonel Carow. I terminated my assignment in March. 

Mr. Correr. Of what year? 1953? 

Colonel Carow. Of 1953. 

Mr. Correr. That was from June of 1951? 

Colonel Carow. I was practically not there, however, from Decem- 
ber of 1952 on because of an illness and was hospitalized. So, from the 
early part of December 1952 until I finally left the Agency in March 
of 1953, I was there only intermittently and at very brief periods of 
time. 

Mr. Correr. Actually you had served as Chief of the Agency from 
June of 1951? 

Colonel Carow. That’s right. 

Mr. Correr. To December of 19534 

Colonel Carow. No; not until December of 1953. 

Mr. Correr. Fifty-two? 

Colonel Carow. Until March of 1958. 
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Mr. Correr. It was 1953 actually before you became severed 

Colonel Carow. That’s right. 

Mr. Correr. And during this time this Agency did a yearly business 
of up as high as $250 million ¢ 

Colonel Carow. That particular year, 1952, I think, reached a 
volume of 399 millions of dollars. 

Mr. Correr. Three hundred and ninety-nine million ¢ 

Colonel Carow. That’s right. 

Mr. Correr. Are you a Regular officer or Reserve officer ¢ 

Colonel Carow. Iam a Regular officer. 

Mr. Correr. Regular officer; and you are a doctor, too, are you not! 

Colonel Carow. Yes, sir. 

Mr. Correr. How long have you been in the service ? 

Colonel Carow. I have been in the service since July 1935. 

Mr. Correr. 1935. 

Did you go in as a doctor? 

Colonel Carow. Yes, sir. 

Mr. Correr. You haven’t been severed in any of that time? 

Colonel Carow. No, sir. 

Mr. Correr. How long have you been in the supply work ? 

Colonel Carow. Since January 1940. 

Mr. Correr. Did you ever have any business experience outside of 
vour military training? 

Colonel Carow. Not outside of my military training. The training 
that I received, businesswide, has been inside the military. 

Mr. Correr. And how much of the time, from 1935 to date, have you 
spent in your capacity as a doctor rather than in supply / 

Colonel Carow. Oh, an approximate period of about a year and a 
half. 

Mr. Correr. Has that been since 1940? 

Colonel Carow. Yes, sir. That was immediately after the war, 
1945 ; September 1945 until June 1947. 

Mr. Correr. Has your experience all been with procurement agen- 
cies or have you had other positions in the supply setup in the military ? 

Colonel Carow. No; I have had other experiences in the supply 
setup. 

Mr. Correr. Could you just very briefly outline them? 

Colonel Carow. Yes, sir; I can. 

I started in, in 1940, from the professional aspects of medicine into 
the administrative and supply aspects of medicine, training industrial 
mobilization matters; back to the old St. Louis Medical Depot. 

At the beginning of the conflict, Warld War IT, I was taken out of 
that assignment and placed as the purchasing and contracting officer 
at the then Chicago Medical Depot. I later became commanding of- 
ficer of that depot. 

Following that, I became the administrative officer on medical sup- 
ply activities at the New York Port of Embarkation, with a responsi- 
bility on supply activities, having the entire responsibility of that 
port. 

I later went overseas, in 1945, and served in the staff of the theater 
surgeon, in his relationships with the transportation people with 
respect to supply activities and transshipment of supplies into the Far 
Fast, the Japanese situation. 
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Following the termination of the war with Japan, I was in Europe. 
They assigned me in a professional position as an executive officer in 
the big general hospital at Frankfurt. 

Upon my return to the United States, in 1947, I attended the Indus- 
trial College of the Armed Forces for a year. 

Following that I became deputy to the Chief of the Supply Division, 
Surgeon General’s Office. I held that capacity for a year and a hi if. 

I was assigned from that point to the Armed Services Medical Pro- 
curement Agency in New York, where I held the position of Deputy 
Chief of the Agency for approximately 2 years prior to taking over the 
position as Chief of the Agency 

Mr. Correr. Colonel, who was your deputy while you were Chief ? 

Colonel Carow. Colonel Currie. 

Mr. Correr. During the whole period ? 

Colonel Carow. Yes, sir. 

Mr. Correr. You have heard the testimony given by former Lieu- 
tenant Ketcham, and particularly this memorandum that was read 
into the record. Do you have any overall comments to make about 
it, Colonel ? 

Colonel Carow. Well, I had never seen this memorandum until yes- 
terday, for the first time. 

Mr. Correr. You mean you haven’t seen it prior to this hearing 
today ¢ 

Colonel Carow. I saw it yesterday for the first time. 

Mr. Correr. We furnished a copy of it to you people a couple of 
days ago. 

Colonel Carow. Yes, sir. I am on duty now out of St. Louis, and 
I saw it when I came here. 

Mr. Correr. I see. 

Colonel Carow. I have no idea what was behind Ketcham’s mind 
when he made this. Certainly he did not bring this to my atten- 
tion- 

Mr. Correr. I think the record is clear he wrote this for his own file. 

Colonel Carow (continuing). Either in discussion matter or form- 
ally to me. 

I think it is to his credit, however, as a young purchasing-contract- 
ing officer, with a small amount of experience and time as a P. and C. 
officer at the time he wrote this memorandum, that he was thinking 
along the terms that we wanted him to begin thinking about. 

He probably put down his thought along the lines that we desired 
our people to be thinking of prior to making awards. However, the 
data that he has included in the memorandum I don’t feel is factual 
or is the basis 

Mr. Correr. Could you specify the points where you think it is 
not factual ? 

Colonel Carow. Well, yes. 

His paragraph 4 (a) : 





Contractor has advised that he will have to build an entirely new plant to 
produce the large quantities of this item to be delivered. 

Certainly there was nothing in any bid as submitted by Mr. Bailey 
or any information that we have with respect to certificates of neces- 
sity that indicated the necessity for a large plant, and the basis of our 
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facility survey—we certainly did not come to the conclusion that a 
plant would have to be constructed to build the blood box. 

We did know as a result of our facility survey that he did not have 
ample storage space and that he would be required to rent storage 
space to handle the situation. 

With respect to the next paragraph on the industrial mobilization 
survey, it is an incorrect statement of fact with respect to the fact 
that. Mr. Bailey did not have the necessary equipment to perform more 
than one-half of the required rate of production. 

Mr. Correr. Do you have a copy of the facility survey report there, 
sir ¢ 

Colonel Carow. Yes; I do. 

Mr. Correr. I would like to introduce one in the record. 

Ours doesn’t seem to be immediately available. 

Colonel Carow. This is a file copy, and I’m quite sure that a copy 
of it can be made available to the committee. 

Mr. Correr. We have a copy of it here. 

Colonel Carow. Yes. 

Mr. Correr. Mr. Chairman, may we insert it in the record at this 
time ¢ 

Mr. RieuiMan. That is the facility survey ? 

(See exhibit 5—Bailey C. Preaward Survey, p. 39 

Mr. Correr. That is Just a two-page memorandum, is it not? 

Colonel Carow. This is a two-page memorandum, covering a survey 
by Captain Robinson, and he lists here the type of production equip- 
ment he had and gives a short, cursory statement, six paragraphs; 
but I think he covered the m: ajor points, particularly since we had a 
facility survey on this plant before performed by one of the members 
of our Industrial Mobilization Division, Mr. Weaver, who had per- 
formed such a survey only 6 months prior to the survey performed 
by Captain Robinson. 

Mr. Correr. Was that in connection with another contract? 

Colonel Carow. This was in connection with the determination of 
his ability to perform in the production of blood boxes on industrial 
mobilization, on planned procurement. 

Mr. Honirteip. Was that for the same amount of blood boxes as this 
contract called for? 

Colonel Carow. No, sir; it was not. 

Mr. Horirrevp. It was less in that survey ¢ 

Colonel Carow. It was a statement at that time that he could pro- 
duce some 2,500 blood boxes a month. 

Mr. Houirietp. How many were called for? 

Colonel Carow. It was purely an estimate on the situation. 

Mr. Houirretp. How many were called for under this contract ? 

Colonel Carow. His contract called for a production of 4,000 a 
month. 

Mr. Horirrevp. Four thousand a month ? 

Colonel Carow. Yes, sir. 

Mr. Horirimeip. Did Mr. Robinson say in his survey there that the 
contractor currently had inadequate floor space and equipment ¢ 

Colonel Carow. Yes; he said that he did not have firm commitments 
for all material, and his opinion that the facility did not have the 
know-how to manufacture the item, and it would be necessary to build 
or rent an additional building for storage purposes. 
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Mr. Houirievp. Then that part of Mr. Ketcham’s (b) paragraph 
is stated on the facts in the survey, is it not? 

Colonel Carow. It’s stated on what Captain Robinson thought with 
respect to the matter. 

Mr. Houtrrevp. Yes. 

Did Captain Robinson also recommend that only half the monthly 
requirements be awarded to Bailey ? 

Colonel Carow. It’s pretty hard to say just exactly what Captain 
Robinson made in this. The poor man has passed on to the bar 
beyond now, but he says that it is his opinion that with existing manu- 
facturing space and machinery and necessary time to train new em- 
ployees the above-mentioned production figures should be had. 

We don’t know exactly what Captain Robinson meant, but it is 
our impression—— 

Mr. Hortrreip. That is pretty clear to me. 

Colonel Carow. Having the production record met, until such time 
as he obtained increase of his production facilities—that is, addi- 
tional employees and financing, that probably to begin with he could 
not meet his production schedules. 

Mr. Houtrrevp. And he asked that it be had ? 

Colone] Carow. It was his opinion that the production figures 
should be had. 

Mr. Houirieip. All right, so that much of the (b) paragraph is cor- 
rectly reported by Mr. Ketcham. 

Let’s take the last sentence: 

This was not possible since the contractor bid all-or-none on _ subject 
procurement 

Was that an all-or-none bid? 

Colonel Carow. He bid all-or-none; yes, sir. 

Mr. Howirrevp. Then that part of it is correct? 

Then paragraph (b) is correct ? 

Colonel Carow. It’s correct in the sense that he repeated what has 
already appeared—— 

Mr. Houirievp. That is right. 

Colonel Carow. Some place else. 

Mr. Houirterp. That is what he stated. This is one of the reasons 
that he came to his conclusion and if he referred to the survey fac- 
tually, I think the record should show it. 

Mr. RreuitmMan. Geritlemen, I am going to have to recess the meet- 
ing until 2 o’clock. It is getting late. It is almost 12:30 right now, 
and we will meet back in this room at 2 o’clock. 

(Whereupon, at 12:25 p. m., the hearing was recessed, to reconvene 
at 2 p. m., of the same day.) 


AFTERNOON SESSION 


(At the expiration of the luncheon recess, the subcommittee recon- 
vened at 2 p. m.) 

Present: R. Walter Riehlman, chairman of the subcommittee, 
Marguerite Stitt Church, Glenard P. Lipscomb, and Frank Ikard. 

Also present: Michael P. Balwan, staff director; and Paul J. Cot- 
ter, counsel. 

Mr. Rieniman. It is my understanding Mr. Ketcham has asked 
whether we will request his presence here this afternoon. It is not 
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necessary and you may be excused at this time if you would like to. 
Mr. Kercuam. Thank you, sir. 
Mr. Rien_tMan. The committee will come to order. 
Colonel Carow, will you resume the stand, please ? 


FURTHER TESTIMONY OF COL. THEODORE M. CAROW, COMMAND- 
ING OFFICER, ST. LOUIS MEDICAL DEPOT 


Colonel Carow. May I clarify my statement that I made prior to 
the immediate close of the session this morning ? 

Mr. Rien_mMan. In response to what Mr. Holifield asked ? 

Colonel Carow. In response to paragraph 4 (b), the one dated 
July 10, the informal memorandum. 

Mr. Correr. You are talking about Mr. Ketcham’s memorandum ? 

Colonel Carow. The one of July 10, 1952, which is his own personal 
file. 

Mr. Rteui~man. And you are answering certain questions asked by 
Congressman Holifield ? 

Colonel Carow. That is right. 

Mr. Rrenv_man. If you are going to change your testimony, I think 
he should be here. 

Colonel Carow. I would like to clarify the real meaning. 

Mr. Rrenuman. I would like to ask that you hold it until the 
time he comes here. If you are going to change any of the substance in 
regard to a question he asked or any question asked by a Member of 
Congress, I would like him to be here, because to do so when he is not 
here would not be fair to him. 

So, if you will go on with respect to the rest of your testimony we 
would prefer that ‘and return to the other, if Mr. Holifield does return. 

Mr. Correr. Were your additional re marks going to be addressed 
to paragraph 4 (b) ? 

Colonel Carow. Yes, sir. 

Mr. Rren_Man. Let us hold those in abeyance. Do you have some 
questions on it, Mr. Lipscomb ? 

Mr. Lirscoms. I don’t quite know what he is going to change in 
his statement there. 

I would like to know what use you put this facility survey report to. 
What is the purpose of this? 

Colonel Carow. A facility survey report is to gage in accordance 
{o our own determinations the nature of the contractor, his facility, 
his capacity and whether or not he is actually a contractor, whether 
he is a qualified bidder in the sense that he has the equipment, person- 
nel, the manufacturing plant, or even that he exists. We have found 
jn some instances we could not even find the address of the place given 
to us. 

Mr. Lipscoms. When we were discussing this before lunch, the con- 
tract called for how many units per month? 

Colonel Carow. The contract eventually called for 4,000 of the 
units per month, beginning on October 31. 

Mr. Lirscomps. I did not understand that at first. This facility sur- 
vey report indicated that they could not fulfill their contract up to that 
limit. 
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Colonel] Carow. The invitation for the bid does not call for 4,000 a 
month. The invitation for ‘om called for “as soon as possible,” with 
no definite de live sry schedule being outlined. 

Mr. Bailey’s response to the bid was as requested “as soon as pos- 
sible.” The de livery schedule —: eventually went into the contract 
was worked out when Mr. Bailey in cons sultation between him and 
the agence y sti arted it. 

Mr. Lipscoms. Does this facility survey report have to be a good 
one in order for the company to receive the award of the bid? Does 
the report have a bearing oh the aw ard 4 

Colonel Carow. It has a bearing on the award, yes, sir. 

Mr. Liescoms. Thank you. That is all. 

Mr. Correr. Do you feel that this survey was adequate, Colonel 
Carow ¢ 

Colonel Carow. I feel that the remarks in those surveys were ade 
quate to give us an opinion of what to do. 

Mr. Correr. Your comments only consisting of about half a page 
led me to ask that question. You were awarding a $1 million contract. 

Colonel Carow. It must be remembered that we had formerly had 
another survey of his plant not longer than 6 months prior to the date. 

Mr. Correr. Was that also for a $1 million contract ? 

Colonel Carow. No, sir. 

Mr. Correr. You would investigate differently for a $1 million 
contract than for a $1,000 contract ? 

Colonel Carow. That was a general survey to determine the man’s 
capacities or industrial mobilization planning for further contracts 
in the event it became necessary under strict mobilization plans to 
place awards with him, plus the fact that we had had prior experience 
with Mr. Bailey and his firm in the production of a similiar type item. 

Mr. Corrrer. Actually he had had 16 or 18 contracts with you prior 
to that time ! 

Colonel Carow. Yes, sit 

Mr. Correr. Do you know how large the largest one of those con- 
tracts would be? Thavea figure here of $36,000. 

Colonel Carow. The $36,000 was the size of this contract that is 
under discussion. 

Mr. Correr. No; this is over $1 million, is it not ? 

Colonel Carow. You mean dollarwise ? 

Mr. Correr. Yes. 

Colonel Carow. I do not have that. 

Mr. Correr. I have a list here which I would like to place at your 
disposal. I would like to pass it on down to you to review it and 
see if it does not correspond with any rec ollection you have. 

The largest of the 18 contracts is for $36,000, and I think there 
were only 4 contracts above $10,000: isn’t ‘that correct: and the rest 
are under that figure ? 

Colonel Carow. This is copied from the record. 

Could that be admitted in the record, Mr. Chairman ? 

Mr. Rerutman. Yes; without objection, it will be inserted. 

(List of Bailey Co. awards is as follows :) 
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EXHIBIT 18 
Tabulation of ASMPA contracts awarded to Bailey Engineering Co., 
Ramsey, N. J. 


4SMP contracts awarded to Bailey Engineering Co., Inc. 


Date of award Item Quantity Amount 
Aug. 3,1949 | Insulated shipping container 300 $9, 750.00 
June 7,1950 do 300 7, 950. 00 
July 14, 1950 do 1,000 24, 500. 00 
Aug. 7,1950 | Box, work, empty 1, 584 6, 494. 40 
Sept. 13,1950 | Insulated shipping container 1, 000 24, 000. 00 
Oct 3,1950 | Rectangular staining basin 384 1, 977. © 
Feb. 9,1951 | Insulated shipping container 105 3, 360. 00 
Feb. 10,1951 do 1, 000 36, 000. 00 
Apr 3, 1951 | Rectangular staining basin 624 3, 507.15 
Apr. 27,1951 | Insulated shipping container 7 287.00 
May 7,1951 | Suppository mold 96 1, 795. 20 
May 16,1951 | Insulated shipping container 440 10, 560. 00 
May 24, 1951 lo 1. 000 10. 000. 00 
Feb. 15,1952 | Rectangular staining basin 576 2, 966. 40 
Feb. 27,1952 | Suppository mold 144 1, 764.00 
June 9,1952 | Rectangular staining basin 1, 206 5, 702. 40 
Oct. 29,1951 do RHA 3, 801. 60 
Oct. 10,1952 | Suppository mold 312 3, 213. 60 
Mar. 26,1953 | Rectangular staining basin 240 1, 152. 00 
Total._. 178, 781.35 





Mr. Correr. If his largest contract was $36,000, this was almost 
30 times that amount; could he handle such a substantially larger 
amount of work on a definite schedule ¢ 

Colonel Carow. Yes, sir: it had been gone into. 

Mr. Correr. In what respect? How? 

Colonel Carow. We went into Mr. Bailey’s financial backing that 
would enable him to support his obligations to the Government. 

Mr. Correr. What do you mean by that? Do you mean a financial 
statement from him? 

Colonel Carow. We have had statements from his bank confirming. 

Mr. Correr. Do you mean a financial statement from him, a certified 
financial statement ? 

Colonel Carow. No: we did not have a certified financial statement 
from Mr. Bailey. We had a verbal statement from him that was 
confirmed by Mr. Crain, and discussion of his financial status with 
the bank. 

Mr. Corrrer. We will come to that. Wouldn’t a financial statement 
have been a very helpful thing when you were awarding a $1 million 
contract ¢ 

Colonel Carow. An estimate of a man’s statement is a very helpful 
thing in awarding a contract. 

Mr. Correr. Do you know why a financial statement was not 
obtained ? 

Colonel Carow. Purely for the reason that he did not have it in a 
written form at the time of this contract. 

Mr. RrenuMan. Is it the policy of the Department and the one 
you were dealing with when you were negotiating contracts, to obtain 
a financial statement from a potential supplier or the gentleman who 
made the bid for these boxes? Would it be your normal policy to take 
a statement from a bank and forget about his personal statement / 
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Colonel Carow. Personal statements are not always the best thing 
in the world, I assure you, Mr. Riehlman. However, if it is the 
best thing we have at the time we naturally would desire to confirm 
whatever information we did have. We did have statements from 
Mr. Bailey that we checked with his financial backers as to the 
validity of his statements, and they were confirmed. 

Mr. Rreniman. I thought you said you did not have a financial 
statement from him. 

Colonel Carow. We did have a verbal agreement from him. 

Mr. Rreni_Man. Oh, a verbal statement. 

Colonel Carow. As to the nature of his finances and his statements 
to us have been confirmed as a result of conference with his bank. 

Mr. Correr. Do you feel that a certified statement from a public 
accountant might be in order in a contract this large from a con- 
tractor who had only been doing $1,000, $5,000, $3,000, $7,000, and 
the highest contract, $36,000, prior to that time? 

Colonel Carow. It may or may not be necessary. 

Mr. Correr. Do you feel that adequate precautions were taken, 
aside from this? 

Colonel Carow. Yes, sir. 

Mr. Correr. And you did get a Dun & Bradstreet report? 

Colonel Carow. Yes. 

Mr. Correr. And we have copies from your file, one dated November 
19, 1951, from Dun & Bradstreet and that may have been in connection 
with a prior contract. But on this Dun & Bradstreet report it says: 

Recent calls, laterally on November 13, 1951, showed principals unavailable. 
Principals have consistently declined financial statement as well as comment 
on irregular payments to trade all along. 

Indications are investment is centered in fixed assets, realized in low five 
figures with cash position weak. 

And then on the May 29, 1952, statement of Dun & Bradstreet, they 
have this to say: 

May 27. 1952, Miss Borden, secretary to the president, stated that there has 
been no change in the affairs of the business since report of November 19, 1951 
She stated that the officers were not available for an interview. In the past 
the principals have consistently declined a financial statement, and figures at 
this time were withheld. 

While a financial statement is not available, indications are the investment 
is centered in fixed assets, estimated in low five figures. Comment regarding 
irregular payments was declined. 

Would you consider those favorable reports? 

Colonel Carow. I would prefer to have Commander Crain answer 
that question. 

Mr. Corrrer. You relied on him? 

Colonel Carow. I have relied on him very much. 

Mr. Correr. In this $300 million operation you did not have time 
to read every financial statement, of course. 

Colonel Carow. I very certainly would not. 

Mr. Correr. Would you like to have Commander Crain come up 
here with you? 

Colonel Carow. I very certainly would like to have him. 

Mr. Correr. All right, Commander Crain, will you come up here, 
please? 

Colonel Carow, you had your Dun & Bradstreet reports and you 
did not have a financial statement and you said you felt that the 








INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 189 


other information you had received did not warrant it. Did you 
note that you did get an uncertified financial statement after the 
award was made? 

Colonel Carow. I personally don’t know that, no. 

Mr. Correr. You know that, don’t you, Commander Crain ? 


TESTIMONY OF LT. COMDR. H. L. CRAIN, ARMED SERVICES 
MEDICAL PROCUREMENT AGENCY 


Commander Crain. Yes, I have it. 

Mr. Correr. I think the cash on hand was $4,000. 

Commander Cratn. Yes, his working capital was $38,000. 

Mr. Correr. In retrospect, do you think that was strong enough on 
a $1 million contract ? 

Commander Crain. No, he was not passed on that. He was passed 
on a letter from a bank, mainly. 

Mr. Correr. Do you have those letters from the bank / 

Commander Crain. Yes. 

Mr. Correr. It was principally passed on conversations you had 
with banks? 

Commander Cratn. Yes, sir; and the letters we have. 

Mr. Correr. What is the date of your first letter, Commander? 

Commander Crary. The date of the first letter from the bank is 
June 24, which refers to a letter from Bailey to the bank of June 23. 
Both of them have to go together. 

Mr. Corrrer. That was 4 days before the contract was awarded, is 
that correct ? 

Commander Cratn. Yes, sir; and the later letter from the bank 
came in on July 1. Of course, the contract had already been awarded, 
but I had asked for that letter. 

Mr. Correr. The letter from the bank of June 24 was not addressed 
to your agency, but to the Bailey Co. 

Commander Crain. Yes. 

Mr. Corrrer. And it reads as follows: 

Gentlemen, replying to your letter of the 23d instant, please be advised that 
we feel that we can successfully assist you with your financial problems in the 
manufacture of blood shipping containers, as we have done in the past, should 
you be successful in procuring another order. 

The facilities of our bank are at your service at all times. 

Very truly yours, 
THE First NATIONAL BANK OF 
ORADELL, N. J., 
(Signed) Joun J. KNIERIM, 

Colonel Carow, or Commander Crain, do you feel that the bank 
had committed itself to finance this man ? 

Commander Crain. No; I do not think the letter was strong enough, 
so I called Mr. Knierim over the telephone and I made a memorandum 
for the record on the telephone conversation. 

Mr. Correr. Do you want to read that in the record at this time? 

Commander Crary. It is dated the 27th. I cannot change that 
or anything, but I know that I had the letter prior to that time that 
I put the memorandum to the contracting officer. This states: 

Summary of telephone conversation this date. I called Mr. John J. Knierim, 


president of the First National Bank of Oradell, N. J., relative to a letter he 
wrote to the Bailey Engineering Co. of Ramsey, N. J., in which Mr. Knierim 
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indicated that the bank was willing to finance contract on which the Bailey 
Engineering Co. had entered an order. 

Purpose of call was to ascertain whether or not Mr. Knierim was aware of 
the size of the contract. Mr. Knierim told me he understood the contract was 
in the neighborhood of $948,000 and reiterated that his bank was interested in 
financing the contract in case Bailey Engineering Co. was the successful bidder. 

(Signed) H. L. CRAIN. 


Mr. Correr. Did he tell you at the time what their loaning limit 
was, and how large a bank it was? 

Commander Crary. I don’t know. 

Mr. Correr. W ould you be surprised to learn that the loaning 
limit was only $33,000? 

Commander Suaae Yes, sir. 

Mr. Correrr. I think you can verify that. 

You got a later letter on July 1. That was after the contract had 
been awarded; is that right? 

Commander Crain. Yes, sir. 

Mr. Correr. Do you want to read that one? 

Commander Crarn. It is addressed to the Bailey Engineering Co., 
and states as follows: 

GENTLEMEN : We are happy indeed to learn of your success in receiving the 
contract for manufacturing blood shipping containers for whole blood, stock No. 
4—186-—120. 

We understand that this contract is in the amount of $1,066,000. May we again 
reiterate our desire to place our facilities at your disposal. 

Very truly yours, 
First NATIONAL BANK OF ORADELL, 
(Signed) JoHN KNIERIM, 

Mr. Correr. Would you consider that any commitment on the bank 
to finance the contract ? 

Commander Crarn. It is not exactly a commitment. They do not 
set money aside. If they did set the money aside, they would have to 
charge interest. 

Mr. Correr. Do you know whether this bank did finance these con- 
tracts ¢ 

Commander Cratn. No; I know hedid not. Mr. Bailey assigned the 
contract to another bank. 

Mr. Correr. Were there any other precautions that you took that 
you can recall, Commander Crain, in appraising the strength of this 
company to perform this contract? 

Colonel Carow. I think the other appraisals we had in the matter 
revolved around his know-how which he had demonstrated in past 
performance. 

Mr. Correr. Do you say that a man demonstrates his know-how on 
a $1,000 contract or at the most a $36,000 contract, to handle a $1 mil- 
lion contract ? 

Colonel Carow. He demonstrated his know-how as to his ability to 
manufacture a blood shipping container. He was a qualified bidder in 
the sense that he had produced the item before he had obtained this 
bid and he had produced it successfully and in fact had outdone him- 
self so many times and the demand was so great we had hardly time to 

talk to him, except to produce the job. 

Mr. Rrenuman. Will you amplify that a little bit as to how he did 
outdo himself ¢ 

Colonel Carow. He more than ingratiated himself in making his 
firm available to produce blood shipping containers for us at the time 
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when the demand was so urgent for the container. We had asked him 
to produce it, and in effect had said, “This is what we want, and our 
order will follow.” And we gave him an order. 

Mrs. Cuurcu. Had you tried to get that similar service from other 
firms ? 

Colonel Carow. There were all types of containers that he himself 
had developed and we used in the Korean war. 

Mr. RirutmMan. Was the barrier box actually accepted, and shipped 
to Korea ? 

Colonel Carow. The precursor to the Bailey box was actually used 
many times in shipping blood to Korea very successfully. 

Mr. Rrentacan. The box that Bailey had built in his own plant was 
shipped many times to Korea ¢ 

Colonel Carow. Yes, sir. 

Mr. Correr. You are not talking about the instant contract in ques- 
tion ? 

Colonel Carow. No; but blood boxes that Mr. Bailey had built prior 
to the instant contract. 

Mrs. Cuurcu. How many had he built ? 

Colonel Carow. I think the record of Mr. Cotter there will indicate 
that. 

Mr. Correr. It was a one-shipment box. 

Colonel Carow. Yes, but the experience proved the box could be 
reused several times. 

Mr. Correr. Wasn’t it because of the unsatisfactory quality of that 
type of box that you went to the Red Cross and in turn to Hollinger 
and started buying the other box? 

Colonel Carow. No, because of the temporary characteristics of that 
box that we began on our own accord to er to evaluate various 
boxes of different manufacturers and we had manufacturers from al! 
over the country submit different ideas of blood boxes. 

Mr. Correr. We had testimony in the last hearing 

Colonel Carow. I gave you testimony exactly like this before. 

Mr. Correr. We had testimony in the last hearing that was unre- 
futed that you came to Hollinger and asked them to get out 2,000 boxes 
almost overnight. Would that be a sampling of different makes, or 
a need for it ? 

Colonel] Carow. No, Mr. Hollinger was in the production of a box 
then considered to be the box, and an acceptable box. 

Mr. Correr. Considered by you people? 

Colonel Carow. Considered by the Red Cross, and we had nothing 
hetter except that particular box at that time. 

Mr. Correr. This very excellent service that you claim that Mr. 

sailey gave you on the smaller, earlier contracts, as I recall, does not 

quite square with the comment made in Mr. Ketcham’s memoranda. 
He said he learned from Commander Timberlake, and if I am not 
quoting you correctly, please correct me, that Mr. Bailey had not 
been too reliable on nine of his past works and personally he did 
not trust. him. 

Colonel Carow. T don’t know what Mr. Timberlake said. 

Mr. Correr. Commander Timberlake is here. We will get that 
comment from him. 

Mr. Rrenuaan. All right, Commander Timberlake. Will you come 
forward, please? Maybe you can clarify this question for us. 
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Mr. Correr. You heard Lieutenant Ketcham’s testimony this morn- 
ing; did you not ¢ 


TESTIMONY OF COMDR. CLAUDE V. TIMBERLAKE, ARMED 
SERVICES MEDICAL PROCUREMENT AGENCY 


Commander TIMBERLAKE. Yes, sir. 

Mr. Correr. You heard references in there to you. 

Commander TimpBertake. Yes, sir. 

Mr. Correr. And about your feeling for this Bailey Company. 

Commander TimBertake. Yes, sir. 

Mr. Correr. Would you enlarge on that, sir? 

Commander Timperiake. Well, I think what Mr. Ketcham stated 
that I thought is substantially correct. At the time I did not know 
enough about Bailey. The division, the Material Standards Division 
in charge of facility surveys was not given opportunity to do a pre- 
award survey on Bailey’s contract. In the past we had had some 
difficulty with the Bailey Engineering Co. on small contracts. 

Now, right now I could not state what those contracts were. 

Mr. Correr. But at the time it was enough for you to state to Mr. 
Ketchem that you distrusted the fellow. 

Commander Trmpertake. There was a question in my mind as to 
whether he could produce satisfactorily. 

Mr. Correr. I think that is all for Commander Timberlake. 

Mr. RrenuMan. Are there any other questions of the Commander? 

Mr. Ixarp. I would like to ask the commander a question. Did you 
communicate this concern that you had about Bailey being able to 
produce to anyone other than Lieutenant Ketcham? 

Commander Trmpervake. I think so. 

Mr. Ikarpv. Do you have any recollection now about who that com- 
munication might have been to? Was it within your division or de- 
partment, or some superior? 

Commander Timper.aAke. It was within my division, and I think I 
spoke to Colonel Brown about it. 

Mr. Ixarp. As I understand it, from Lieutenant Ketcham this 
morning, your remarks to him were casually made at a lunch table at 
an officers’ mess. It was just a discussion and not an official account 
that you had with him. 

Commander Timsper.ake. That is right. 

Mr. Ikarpv. And you do feel that you did notify Colonel Brown of 
your concern about the ability of Mr. Bailey to produce? 

Commander Timpertake. I think we talked it over at one time or 
another. 

Mr. Correr. Did you talk to Colonel Carow about it? 

Colonel Trmpertake. No. 

Mr. Correr. Would you have access to Colonel Carow in your posi- 
tion? 

Commander Trmper.akeE. Yes, sir. 

Mr. Correr. Did you receive that impression on these various com- 
ments that Mr. Ketcham has made in his memorandum prior to mak- 
ing the award? 

Did you make the award in the face of some of these objections that 
it is indicated were raised ¢ 
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Colonel Carow. I had no idea anyone had any objection to Mr. 
Bailey getting the award. 

Mr. Correr. As I recall, Mr. Ketcham said you would make the 
award anyway, because you had to commit this 1952 money. 

Colonel Carow. In the first place I did not make the award. I am 
Chief of the Agency, and as such am head of the procuring activity. 
The Agency decided that. It was a staff action of the Agency who 
would have the award. 

Mrs. Cuurcu. Who would that be? 

Colonel Carow. Not only our contracting officer, Lieutenant Ket- 
cham, the principal contracting officer, Mr. Brown, Chief of the Proc- 
essing Division, Lieutenant Comm: ander Fole ‘y, the price analysis 
men, Commander Crain, Mr. Weaver, facility survey, Captain Robin- 
son and any other information that there might have been in the 
Agency’s files with respect to past performance on Mr. Bailey’s con- 
tracts, 

Mrs. Cuurcu. Do I understand that you were not aware of Lieu- 
tenant Ketcham’s strong antipathy ¢ 

Colonel Carow. No, 1 was not. 

Mrs. Cuurcu. To whom could he have brought that matter ? 

Colonel Carow. My door was always open. 

Mrs. Cuurcu. To whom would he logically have brought the ob- 
jection ¢ 

Colonel Carow. Normally he would have brought the objection at 
least to Colonel Brown or if not, I am sure he had full access to the 
chief of his division who was in charge for placing or procurements. 

Mrs. Cuurcu. Within your knowledge, did most of the memoranda 
which Lieutenant Ketcham had prepared and made on the subject get 
filed away ¢ 

Colonel Carow. No, ma’am. 

Mrs. Cuurcn. Is it customary for such a reservation of opinion to 
be made? 

Colonel Carow. It was not customary. I would say if someone had 
a reservation of opinion, they would express themselves, and in fact 
I have had people express their opinions to me. I know in one in- 
stance, because an officer did have a reserve opinion, and I told him he 
did not have to sign any contract, that I would sign the contract. 

He had a reservation in his mind. I would not demand anyone to 
make a contract against their own belief. 

Mrs. Cuurcu. Who did sign this contract ? 

Colonel Carow. I believe Lieutenant Ketcham signed it. 

Mrs. Cuurcu. You were not aware that there was any objection 
to it ¢ 

Colonel Carow. No, ma’am. 

Mrs. Cuurcn. At any level? 

Colonel Carow. At any level. 

Mr. Correr. Have you talked to Colonel Brown whom Mr. Ketcham 
advised he did confer with, to explore the possibility of not signing, 
and did Colonel Brown advise you that he had talked to Kete ham 
and he had not told you ? 

Colonel Carow. I don’t know how to answer that question. No, I 
don’t think I specific ally talked to Colonel Brown about that. 

Mr. Correr. Most of the people who made these decisions, people 
that you mention, Colonel Carow, were military officers, is that not so? 
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Colonel Carow. Almost all of them were so, yes. However, the 
principal people in our legal staff were civilians. 

Mr. Corrrer. Your legal people don’t make the awards. 

Colonel Carow. No, but they are part of the team, too. Some of 
the people in our industrial mobilization are civilians, Mr. Weaver is 
a civilian, for instance. 

Mr. Correr. What was his position ? 

Colonel Carow. He was a commodity specialist with industrial 
mobilization people. 

Mr. Correr. He went out and made a survey for mobilization pur- 
poses. He did not have anything to do with the awarding of this 
contract ¢ 

Colonel Carow. No. 

Mr. Correr. Did you ever feel the need in running this $300 million 
Agency for business know-how, and practical experience ? 

Colonel Carow. I think we had know-how in the Agency. 

Mr. Correr. You mean within your officer corps ¢ 

Colonel Carow. Yes, sir. 

Mr. Corrrer. Did you have anybody in there who came out of the 
ranks of that kind of business in civilian life ¢ 

Colonel Carow. We had two men in that Agency at the time who 
worked in the Purchases Division who had had 10 or 15 years of prior 
experience in doing nothing but purchasing medical supplies. 

Mr. Correr. On a large scale ¢ 

Colonel Carow. That is right. 

Mr. Correr. Who were they ? 

Colonel Carow. Colonel Grenier and Colonel Hornbacker, who was 
a prior civilian. Hornbacker reverted back to civilian life and still 
worked for the Agency. Colonel Grenier went to Europe and has just 
returned to the United States, and is being separated from the service 
and is attempting to reestablish himself. 

Mr. Correr. Did you have anyone at that time in a civilian capacity 
with that sort of know-how, and with any authority ? 

Colonel Carow. Except the people we ‘had trained ourselves. 

Mr. Correr. But that is all within the Agency. 

Colonel Carow. It is within the Agency. 

Mrs. Cuurcu. Who directed Lieutenant Ketcham to sign the con- 
tract against his own obvious disapproval of it? 

Colonel Carow. I don’t believe anyone directed him to sign it with 
his obvious disapproval. I certainly did not direct him to sign it. 

Mrs. Cuurcn. He could have refused to sign it? 

Colonel Carow. He could have refused to sign it, yes, ma’am. 

Mr. Correr. So, although these obviously may have appeared 
serious to Mr. Ketcham and at his level, they never reached you, 
Colonel ? 

Colonel Carow. I had never had knowledge of any objection offered 
to me. 

Mr. Correr. Was there ever any real doubt in your mind about this 
award ¢ 

Colonel Carow. I think the principal doubt in my mind was with 
respect to his financial backing. I considered that really the key to 
the situation. 
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Mr. Correr. Did you feel that just getting a letter from a bank 
saying that “We will be glad to make our facilities available,” without 
chee king the facilities was an adequate testing ¢ 

Colonel Carow. I think we made an adequate testing of it. After 
all, a responsive bid from a reliable financial organization given to us 
in good faith. 

Mr. Rren_man. It was not given to you directly, but to Mr. Bailey. 

Colonel Carow. Yes. I think we have the originals here. 

Mr. RreuiMan. I call your attention, and I have had little expe 
rience with banks myself and I don’t feel that a letter I might write to 
some company as loosely as that was written was any assurance that 
I would cooperate with them. If that is the basis on which we are 
willing to accept financial ability, any type of a letter from a bank 
would be enough. I think it isa very loose manner in which to handle 
the financial statements and financial backing from a bank. I don’t 
think you honestly yourself, if you were in business would acce > that 
type of statement. 

Colonel Carow. I believe Commander Crain did check into it, and 
tried to confirm with the bank as to whether or not it knew what they 
were saying. 

Mr. Rreni~man. He confirmed the letters that were written, and he 
talked to someone at the bank and got no figures as to how far they 
would go, or if they knew the amount of the contract or any other 
information. It was just general contract. If I were going into it, 
I would feel that I would want my Government agencies to go into it, 
as a businessman, I would not rely upon some conversation with a bank 
officer without getting specific information as to what they would loan 
and how far they would go and the size of the contract with the com- 
pany with which you are going to do business. I feel that it is a very 
loose way and I am sure that the banking institutions would laugh a 
if it they knew that that is the way that your institution or my ins ite 
tion would handle our business. No one would take that as substance 
of what they are doing because you tie ney down to nothing. 

Mrs. Cuurcu. Would you like to make a brief statement without 
any questions involved as to what you think the present situation rep- 
resents regarding the letting of the contract up until the time it 
soured, so to speak ? : 

Colonel Carow. I have been away from the situation since a year 
ago last December. I have had absolutely no contact with it since 
then. I have had no occasion to come even in daily contact. with the 
papers. So my appraisal of it would be based—it would not be really 
based on an honest-to-goodness study of the facts. 

Mrs. Cuurcn. I am attempting to give you an opportunity to ex- 
plain how the contract was let under these circumstances, and perhaps 
philosophize a little bit about it from your standpoint. 

Colonel Carow. I don’t think there was anything unusual about 
the circumstances surrounding the initiation of the requirements for 
the blood box or for the placing of our invitations to bid, or the na 
ture of the invitations or responses or any evaluations. 

The award was placed with Mr. Bailey, I think, in good faith, both 
between Mr. Bailey and ourselves. There was a meeting of the minds, 
and the contract was entered into. 


43707—54- 14 
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He worked assiduously and hard. I don’t know that he was de- 
linquent in his initial deliveries, but he subsequently made deliveries at 
the rate at which it was established, and agreed, that he would make 
deliveries. 

The subsequent things that have come up about the liners and the 
hinges and the hasps, I cannot comment on. 

Mrs. Cuurcu. Referring to the sixth point in the statement by 
Lieutenant Ketcham, he states that in his conversation with Colonel 
Brown he mentioned many of his fears and apprehensions and Colonel 
Brown seemed to be the one that insisted that he should go higher 
with those complaints. Have you any comment to make on thé at ¢ 

Colonel Carow. No, I do not think there is any need to comment. 
The door to my office was open to anyone who wanted to come in. I’re- 
quently I had purchasing officers, and even buyers in my oflice to dis- 
cuss some of the problems of what they were doing and were keeping 
me generally informed as to what was going on. Much of the regular 
work was being performed at a different point than in my office. I 
had other things that I had to look after. 

What the discussion was between Colonel Brown and Mr. Ketcham, 
I have no knowledge. Certainly Colonel Brown did not discuss it 
with me, nor did I with him. I am just not clairvoyant, and I don’t 
know what is going on when people don’t tell me. 

Mr. RieucMan. [| am interested in your comment, Colonel Carow, 
in respect to No. 6 there. Mrs. Church has explored it a bit. Do you 
feel that a junior officer has got to be scared to approach you or any 
other superior officer ¢ 

Colonel Carow. No, sir. 

Mr. Rien_man. I think you ought to say so, if you think that is 
true. 

Colonel Carow. I indicated, if I did not make it strong enough, 
that my door was open at any time, and no one had to go through the 
channels to come to see me. 

Mr. Rrenuman. I think that should be in the record. 

Mr. Ikarp. May I ask a question there? 

From my experience that is a rather unusual organization if + 
lieutenant goes to see the colonel at any time he wants to. Actus lly, 
as a practic ‘al matter, and I am not disputing the word at all, Colonel, 
and maybe that is the way you run your shop, but it is one thing that 
I would like to ask here, and that is did you have any real personal 
contact with this thing yourself ? 

Colonel Carow. Not too much personal contact. 

Mr. Ikarp. You were merely the chief and this is just a mechanical 
thing, so far as you are concerned. Or am I wrong in that impres- 
sion ¢ 

Colonel Carow. You are correct. 

Mr. Ikarp. You yourself did not personally do any of this, and you 
had no knowledge of your own that Ketcham objected or any one else 
objected ; is that it? 

Colonel Carow. No, I did not. 

Mr. IKarp. That is all. 

Colonel Carow. I might say that when these officers do come in to 
me and I even have it in my own shop at the present time, that if any 
of them want to make a suggestion or any other point is developed 
as a result of such a conferenc e, that I do not leave it at that place, 
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but it is certainly discussed with his superiors, from the top on down, 
so that we are not all giving orders at random, which is the point I 
think you had in mind. 

Mr. Ixarp. That is right. 

Mr. Correr. There is one other matter I wanted to mention, and I 
am wondering if you were familiar with it at the time. You will re 
call from the last hearing that there was an unusual amendment to the 
Bailey bid. He had started out with a bid of $47 on a previous con- 
tract and then bid $41 on this contract, and by letter 4 days before oe 
ope ning of the bid had amended it to $31.60. I think you testified i 
the past hearing that it was an unusual thing, but did you have ae 
sonal knowledge of that at the time, and what did you think of that ? 

Colonel Carow. No, I did not have personal knowledge of it at the 
time. It may appear to be a very logical sequence of events. It so 
happened that the Texas Trunk contract and bid formally opened on 
the 12th of June and this was a formal bid and the results of their 
figures were made public, in accordance with the law. 

The Texas Trunk bid price was available to anyone who decided to 
see it. 

Mr. Correr. What was it? 

Colonel Carow. $33.80. Mr. Bailey amended his bid on the 16th of 
June. The bids were opened on the 20th of June. At that time he 
bid $31.60. 

Mr. Correr. But this drop of 25 percent, wouldn’t it alert any ex- 
perienced buyer that he did not know what he was doing, or that he 
was throwing a bid in to get that contract and cheapen the contract ? 
Wouldn't it alert any experienced buyer? 

Colonel Carow. Well, I think you are making conclusions, from 
your question, 

Mr. Rieu_mMan. Let us turn it around the other way and ask if that 
is the policy ? 

Colonel Carow. It is not unusual for a contractor to modify his bid 
prior to the award of the contract. 

Mr. Rrenuman. For as much as 25 percent without your ever 
questioning it? 

Colonel Carow. We don’t know what the original basis of his com- 
putations were on, Mr. Riehlman. 

Mr. Rreniman. I wouldn’t expect that you would. I am as sking 
whether it is the policy when a bid is readjusted to the amount of 2 
percent to take it for granted there is nothing radically wrong, to t: a 
the lower bid. 

Colonel Carow. That may be true where the range of bids are very 
far apart, but the range of bids here were fairly close together, and 
you might be put on notice because of such an action, but still if the 
range of the modifications falls within the range that is normally 
bid by other people within the same group, and here, for example, is a 
bid as high as $47.50. 

Mr. Rieni~mMan. What was Bailey’s first bid ? 

Colonel Carow. I do not have that. 

Mr. RrenuMan. It must have been $40, because it was reduced 25 
percent. 

Colonel Carow. Here are bids of $31.60 for Bailey and $88.59 for 
Hollinger. 
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Mr. Rreni_man. Let us stick to the subject we are talking about. 
What was Bailey’s original bid ? 

Colonel Carow. May I ask someone to give me the original bid of 
Bailey ¢ 

Mr. Rrenuman. Yes. 

Colonel Carow. $40.12 was his original bid. This was in line with 
the type of prices that we were initially paying him on the blood 
containers, and we originally produced, or rather he originally pro- 
duced, under for me r contracts. 

Mr. Correr. But this is an entirely different box, is it not ? 

Colonel Carow. Yes, sir. 

Mr. Corrrer. Weren’t you told personally at that time that he could 
not produce this box for ‘this figure / 

Colonel Carow. No. 

Mr. Correr. By the Hollinger Corp. ? 

Colonel Carow. By Hollinger ? 

Mr. Correr. Yes. 

Colonel Carow. Well, I have a lot of people telling me that com 
petitors cannot do this or that or ot her things. 

Mr. Correr. You don’t recall that ? 

Colonel Carow. As a specific statement on Hollinger ? 

Mr. Corrrer. Or the Texas Trunk Co. 

Colonel Carow. I do not think I have ever talked to Texas Trunk 

Mr. Correr. You have not? 

Colonel Carow. No. 

Mr. Rresuman. You mean that a readjustment from $40 to $31.60 
isn't a radical adjustment ? 

Colonel Carow. No; because we have had bids as high as $42 and 
$47 for the same box. 

Mr. Rreutman. What did they make the adjustment to? 

Colonel Carow. Nothing. 

Mr. Rren_man. This gentleman made an adjustment, did he not? 

Colonel Carow. Yes, sir. 

Mr. Rieutman. And you never questioned it ? 

Colonel Carow. No; 1 don’t think so. It is a formal bid. I think 
you must be clear on the point that as long as the range of the bids 
were within a fairly close mean that any adjustment that Mr. Bailey 
may have made on a bid was not sufficient here, I don’t think, to put 
us on notice that there was anything radically wrong. 

Now, if we got into a negotiation, and this was not a negotiation, 
then a price breakdown would bring out absolutely all factors in 
the bid. 

That would probably be asked for. 

Mr. Correr. But you have a contractor that you have been doing 
small work with, and you have a large contract come along and he 
puts in a bid and then reduces it by 25 percent; you said that you 
yourself felt a little bit doubtful of his financial strength. What did 
you do to protect yourse ‘If in that situation 2 

Do you use a performance bond, or anything of that nature when 
you have that sort of a situation ? 

Colonel Carow. A performance bond; I would say on a perform 
ance bond, in the first place it should have been recommended by some- 
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one to me that a performance bond was required. Such recommenda- 
tion never came to me. 

Mr. Correr. Is that a reflection on your organization ¢ 

Colonel Carow. I wouldn’t say it is a reflection on my organiza- 
tion. If it is, it might be a favorable reflection upon them. 

Mr. Correr. Why is that? Why would it be a favorable reflection ? 
Colonel Carow. Because I think it characterized a careful selec 
tion of the bidders. If we were not sure about the bidders, but it were 
necessary that we place that bid with this bidder because there was 
no one else to do it, or because there was some unusual situation that 
required us to go to that man to get it done in time, or something we 
wanted to make sure of, or if there was a necessity to give this man’s 
firm payment and you wanted to protect the work, then I think the 

performance bond was necessary. 

Mr. Correr. Then you were satisfied. 

Colonel Carow. We were satisfied that the right for a performance 
bond was reserved to the Government and upon recommendation of 
the contracting officer, if he so recommended it, and it was determined 
that the performance bond was necessary, because of all these con- 
ditions, then we had full authority to go into a performance bond. 

Mr. Correr. Then you are satisfied that it was a good award in the 
first instance ¢ 

Colonel Carow. Yes, sir. 

Mr. Corrrer. And you are satisfied that an adequate survey was made 
of the plant ? 

Colonel Carow. Yes, sir. 

Mr. Correr. And that an adequate study was made of the man’s 
finances. 

Colonel Carow. Yes, sir. 

Mr. Correr. Those are all the questions I have. 

Mr. Lirscoms. I would like to find out if you are still determining 
financial responsibility of the firms awarded contracts, Commander 
Crain ¢ 

Commander Crary. Yes, sir. 

Mr. Liescoms. Are there any other precautions you are taking now 
that are any different than when this award was made? 

Commander Crain. No, the same basis is used, a balance sheet, if 
we can get them. In the case of large firms, it is impossible to get 
a balance sheet. 

Mr. Lirscomp. Why is that? 

Commander Crain. The firms will not put out a balance sheet. 

Mr. Lirpscoms. Even though they have a contract at stake 4 

Commander Crain. That is right, sir. 

Mr. Liescoms. That seems rather strange to me. 

Commander Cratn. Many firms will not put out a balance sheet. 

Mr. Lipscoms. I should think you would have to have a financial 
statement in order to tell whether a company can perform on a con- 
tract and if a company is not financially responsible they cannot per- 
form whether they get the boxes for $40, or whether they get them 
for $35. 

Commander Crain. Take a company like Eli Lilly. They will 
refuse to give you a balance sheet dozens of times. Many companies 
do not. 
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Mr. Lipscoms. You ought to have some discretion, that is true. 

Commander Crary. The firm, the board of directors will not permit 
them to publish financial information. 

Mr. Rireni~man. I think it would be true of big firms, Eli Lilly or 
small, closely held firms will refuse to publish balance sheets. 

Commander Crary. Mr. Bailey did not refuse the balance sheet. 
He said he closed his books as of the 30th of June, and it was not 
ready at the time and he gave me the information what he thought 
he was going to show and because it was coming close to the end of 
the year, I checked with Mr. Knierim and when the balance sheet 
came in, it was better than Mr. Bailey indicated. 

Mr. Lipscoms. What do you mean by that? 

Commander Crary. I did get balance sheets on the 20th of July. 

Mr. Liescoms. When a company does refuse to give you a balance 
sheet if they are not in the class you are talking about, doesn’t it 
sort of flag you that the company is not financially responsible to 
perform their contract? 

Commander Crain. No. Many people who will not give you a 
balance sheet as a general thing will not be in the top Dun & Brad- 
street ratings, because they will not give Dun & Bradstreet the in- 
formation, either, and there are other places where they will not give 
us a balance sheet, but will give one to Dun & Bradstreet. 

Companies generally that will not give Dun & Bradstreet their 
ratings will not give it to anyone else, either. Dun & Bradstreet 
reports on a small firm, as a general thing, are not the same value 
as of these large firms. Like a Dun & Bradstreet report on Bailey 
and all these small firms that we deal with, the figures are not accurate. 
Other information is sometimes not completely accurate. 

Mr. Lipscoms. You do not require an independent statement made 
up by an independent accountant or auditor ¢ 

Commander Crain. No. We will accept a balance sheet if it is 
certified by an independent auditor or signed by a member of the firm 
giving his position and title. 

Mr. Liescoms. Do you take a statement of an individual on its face 
value without any check of your own, such as Mr. Bailey submitted 
a statement of his personal finances? 

Commander Crarn. I did check that with the bank, sir, I checked 
that with Mr. Knierim by telephone. 

Mr. Correr. You could not have checked that, because it did not 
come until the 22d of July and your check was in the middle of June. 

Commander Cratn. I checked it from the estimate Mr. Bailey had 
given me prior to that. Once I got the figure, I did not check it. 

Mr. Lirscoms. Do you feel in your purchasing and in qualifying 
the financial responsibility that there 1s more that you could do to 
guarantee or protect the Government in awarding these contracts to 
companies that are not financially responsible? That is very im- 
portant in the performance of a contract. 

Commander Crary. You mean other sources? 

Mr. Lirscoms. You cannot even get a charge account at a store 
without giving some kind of financial statement. Does the Govern- 
ment do the same thing in awarding a contract? 
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Colonel Carow. I would say that sometimes we will go to the sup 
pliers of the material, raw materials that go into the end product 
and check with them as to whether or not they are willing to extend 
credit to the firm with whom we are going into contract, and I think 
we checked with the Dow Chemical on this Bailey contract. 

Mr. Lrescoms. Do you have a procedure to follow, or is it just a 
hit-and-miss proposition ¢ 

Colonel Carow. Well, the procedure is usually as Commander Crain 
indicated. If any other information is available to us, we take it. 

Mr. Lirscoms. That is all I have. 

Mr. Correr. Commander Crain, are you the chief finance officer 
in the agency ? 

Commander Crain. No. I am the Chief of the Price Analysis 
Branch, or I was at that time. 

Mr. Correr. Is there a higher echelon than you on this analysis of 
financial statements ¢ 

Commander Crain. No, I am part of the Purchases Division. 

Mr. Correr. How many people do you have in your section? 

Commander Crary. My Branch performs a lot of functions, sir. 
In this particular function of financial responsibility there is one gir, 
a GS-7, and myself. My time is split among them. 

Mr. Correr. This is only part of your job. 

Commander Crary. Yes, sir. 

Mr. Correr. And you have to check out all the financial responsi 
bility of all these contracts that are awarded by the agency 4 

Commander Crary. Yes, sir. 

Mr. Corrrr. Is it physically possible to adequately do that ? 

Commander Crarn. Normal procurement; yes, sir. We sometimes 
get a pretty heavy workload. 

Mr. Correr. What percentage of your time do you give to that 
phase of it? 

Commander Crain. Again it depends on the workload. I would 
say roughly 30 percent of my time, but this young lady gives prac 
tically 100 percent of her time. 

Mr. Correr. What has been your background and experience in 
testing credit and financial statements / 

Commander Crary. I have an accounting background, an account- 
ing education. 

Mr. Correr. From what college ? 

Commander Crary. I went to St. Norbert’s College in Green Bay, 
Wis. 

Mr. Correr. What year was that? 

Commander Cratn. That was back in 1927, but I went to South 
eastern University in Washington here and got a bachelor’s degree 
in commercial science. I have been finance officer in several hospitals 
in which we do some procurement. I was the officer in charge of a 
medical supply depot for a year or so. But actual evaluation of bal- 
ance sheets, other than this general knowledge of balance sheets, I 
have never done any evaluating until I had this agency. 
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Mr. Correr. Whatever experience you have had has been in the 
service, is that correct / 

Commander Crain. That is correct. 

Mr. Correr. That is all on that point. 

Mr. Ikarp. Wouldn’t you say it is the exception rather than the 
rule when you do get a balance sheet 

Commander Cran. No. 

Mr. Ikarp. I mean is it customary for them to furnish you with a 
balance sheet, your prospective suppliers / 

Commander Crain. Yes, sir. 

Mr. Ikarp. I misunderstood, then, a while ago, in reply to Congress 
man Lipscomb’s question. I understood you to say that it was diffi- 
cult to get a balance sheet. 

Commander Crary. Yes: some firms will not furnish us balance 
sheets. That is all there is to it. They just will not put the material 
in a balance sheet. 

Mr. Ikarp. In your office, are you associated on membership of or- 
ganizations that manufacturers have, such as controllers and secre- 
taries and things like that that establish and have an accurate record 
of the credit of most every firm in America, regardless of size ? 

Commander Crain. No; we have Dun & Bradstreet, and we have 
access to a certain number of reports. We also have the Thomas 
Register. 

Mr. Ikarp. I was speaking of organizations. 

Commander Crain. No; no organizations. 

Mr. Ikarp, The organizations that make surveys among suppliers 

ind determine the credit of firms and do it rather accurately, from 
what I understand they do. You are not associated with any of those 
organizations ? 

Commander Crain. No, sir. 

Mr. Correr. In that year you made $300 million worth of awards 
and you went along with 1 grade GS-7 girl and devoted part ot your 
time to this work ? 

Commander Crain. Yes, sir. Of course I devoted all my time to 
certain phases of my job as the occasion demanded. 

Mr. Correr. I think you had something to do with the cost study 
that was made, the comparative cost study that was made between the 
barrier bag and the asphi alt latex spray 

Commander Crain. Yes, sir. 

Mr. Corrrer. We will come to that later. I think that is all I have 
on this phase. 

Mr. Rirnitman. Are there any other questions of the committee of 
Commander Crain / 

Thank you very much, Commander Crain. 

We will now eall Colonel Currie. 

Mr. Correr. Mr. Chairman, could we have introduced in the record 
this financial statement submitted by the Bailey Co. on July 22, 1952? 

Mr. Rrex_mMan. Without objection, it will be submitted. 

(Financial statement, Bailey Co. of July 22, 1952, is as follows:) 
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EXHIBIT 19 


Letter of July 22, 1952, from L. H. Bailey, Bailey Engineering Co., Ramsey, N. J., 
to ASMPA, Brooklyn, N. Y., enclosing financial statement of the Bailey Engi- 
neering Co. together with personal financial statements of Louis H. Bailey 


and wife. 


THE BAILEY ENGINEERING Co., INC., 
Ramsey, N.J., July 22, 1952 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
Brooklyn, N. Y. 
(Attention: Lt. Comdr. H. L. Crain, Chief, Price Analysis Branch.) 
GENTLEMEN: We are enclosing herewith financial statement of the Bailey 
Engineering Co., together with personal financial statement of Louis H. Bailey 
and wife. 
This corporation is wholly owned hy the above individuals and the attached 
statements represent cheir net worth 
Yours sincerely, 
BAILEY ENGINEERING Co., 
L. H. BaAILey. 


Bailey Engineering Co., Inc., balance sheet as of June 30, 195 








ASSETS 
Cas in bank $4. 476.8 
Pet Oo 
Ace f sb] 49 835.4 
Ir 3, 044 
Deposi naterial »O 
Miscellaneous receivables ROW). 
| tal irrent t wy / » 
Re é 
lepre 
( ] ' 
Fi et 
Ma ‘ ' u { hoy $9 4004 148 
Office fu 1 fixtu { y 94 Hl ( 
Drafting room furniture and fixtures 691. 38 626. il 
Shop furniture and fixtu 447. Si q 
Cars and trucks &. 786. 04 2171.8 6. 564. 29 
Building 12, 024. 94 9 1s 74 
otal 34, 344. 82 &. 628 4 
Ot asset 
) sit 160. Of 
Due ) ff S 2 G08. 9 
Exchar ‘ 
I t 1 » 892 4 
Total asset { 1 
I SA w I 
Current liabiliti 
Accounts payable $7.7 
Notes payable, First National Bank of Oradell Wn. OM 
Notes payable, trade 9 999 19 
Notes payable, auto 1, 249, 99 
Employee payroll taxes payable 4, 758. 97 
Accrued expenses 1, 625, 88 
Total liabilities $29 6] ® 
Net worth 
Capital stock e717.7 
Capital surplus 15. OO 
Earned surplus, balance Feb. 1, 1952 $31, O38. 41 
Less charges to suplus during period 429.17 
31, 509. 24 
Net profit 25, 720. 98 
Balance, June 30, 1952 7, 239. 22 
Total net worth » aes 
Total liabilities and net worth 114, 534. 7 
[Typed note attached:] ‘Fixed assets—cost—total” should be $49,344.82 ‘Total net wortt hould t 
$72,947.93 
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Personal financial statement of Louis H. and Gano R. Bailey 


Assets: 
Cash in bank “ a $1, SOO. 00 
Property at 721 Morningside Road, Ridgewood, N. J. 
(estimated value) $65, 000. 00 
Less mortgage 14, 000. 00 
Equity 51, 000. 00 
Property at 100 Island Road, Ramsey, N. J. (esti 
mated value) 4 $40, 000, 00 
Less mortgage 17, 0OU. OO 
Equity 23, 000. OO 
Interest in Bailey Engineering Co 91, 922. 59 
Total assets 167, 722. 59 
Liabilities: Due Bailey Engineering Co 12, GOS. 96 
Estimated net worth e z $155, 113. 63 


Any part of the above resources are available to the Bailey Engineering Co. 
for the execution of Government contracts 
L. H. BAILey. 


TESTIMONY OF COL. HOWARD F. CURRIE, USAF, CHIEF, ARMED 
SERVICES MEDICAL PROCUREMENT AGENCY 


Mr. Correr. Colonel Currie, you have not test ified here before ? 

Colonel Currie. No; this is the first time. 

Mr. Correr. You were a deputy to Colonel Carow until he left, and 
then you became chief of the Agency, is that correct ¢ 

Colonel Currtir. Yes. 

Mr. Correr. What is your background in this work ? 

Colonel Currie. If it pleases you, I can very briefly summarize my 
background, and shall I just start from the beginning of my military 
career ¢ 

Mr. Rreniman. Yes; if you will, please, if it isn’t too long. Just 
so we can have a good idea of it. 

Colonel Currie. I came into the Infantry Reserve and I was in the 
Reserve for 4 years ? 

Mr. Correr. When was that? 

Colonel Currir. 1930. 1 was subsequently commissioned as a first 
lieutenant in the Medical Corps of the Regular Army, and in 1940 
I became an assistant in medical supply. 

Shortly thereafter, 1 became industrial mobilization planning oflicer 
and then in August 1942, I became the commanding officer of the Army 
Medical Procurement Agency in New York, and consolidated the New 
York and St. Louis offices in New York, and directed that office until 
1944, 

During that time we expanded medical production in the United 
States to support the American Expeditionary Forces and their allies 
in the effort against Germany. 

I directed the establishment of production in the United States of 
penicillin and atabrine. I directed the blood-plasma program that 
was a predecessor, that is, I directed the procurement phases of the 
blood-plasma program. 

Mr. Correr. When was this? 

Colonel Currtr. During World War II. 

Mr. Correr. When you were stationed where / 
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Colonel Currie. In New York, in the Army and medical purchasing 
office. During that time during the period of 1940-44 we did all of 
the medical procurement and it ran into billions of dollars. During 
my tour in Washington I was Deputy Chief of Supply in the Office 
of the Surgeon General of the Army, and from there I went to the 
Pacific and served as the Deputy Chief Surgeon in general head 
quarters of General MacArthur. 

I left the service in 1946 and stayed out of the service until 1949, 
during which time I was honored by serving as a member of Mr. 
Hoover’s medical task force in the development of the study on the 
executive branches of the Government. 

After my return to the service in 1949 

Mr. Correr. Were you with the Hoover Commission for 4 years ¢ 

Colonel Currtz. No; for 6 months. 

Mr. Correr. I misunderstood you. 

Colonel Currir. I was out of the service from 1946 to 1949 and it 
was in 1947 that Mr. Hoover, or his staff, rather, asked that I come 
up and serve as a member of the medical task force. 

Mr. Correr. What did you do the rest of the time? 

Colonel Currir. I was in private practice in Florida. 

Mr. Correr. In medicine? 

Colonel Currtr. Yes, sir. 

Mr. Correr. When did you become a doctor ? 

Colonel Currie. In 1934. 

Mr. Correr. That was after you were in the service? 

Colonel Curriz. No: I was in the Reserve. When I came back 
into the service [ was on duty for a period of time in an Air Force 
base and later 1 commanded the hospital at Fort Francis C. Warren, 
and then served as Colonel Carow’s deputy chief of supply, and I 
think that during that time—I believe they supplied you with a copy 
of my background since that time. 

Mr. Correr. Yes; we have a copy of the background. 

Colonel Currie, after Colonel Carow left, you were in charge of 
the office in New York and you were in charge on April 30 when a 
group from your agency went out to the Bailey Co. and discovered 
that he had been leaving out a moisture-vapor-barrier bag of the 
blood box which had been specified in the specifications; is that 
correct ¢ 

Colonel Currie. Yes. 

Mr. Correr. You were not with that group / 

Colonel Currie. I was not with the group. 

Mr. Correr. There was testimony in the past hearing that that 
was a local inspection and the agency had ho knowledge prior to 
going out there and finding that that type of thing existed. Do you 
know anything about it? 

Colonel Currir. I have every reason to believe that that was a local 
inspection. I think if you will check my record in New York, of the 
New York ollice, everybody up and down told me that, my industrial 
mobilization, my purchasing and material standards, engineering de 
velopment, personnel to visit plants, and maintain a close liaison with 
the industry. It is true that where we can do our job and maintain 
ourselves up to date and be in a position to exert a maximum pro 
ductive effort. 
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Mr. Correr. By hearsay or otherwise, have you ever heard that 
the “hee ney was on notice that surreptitious deviations from specifi- 
cations were being made by the Bailey Co. prior to that date ¢ 

Colonel Currie. I was notified that Bailey had left these bags out 
of the boxes on the 22d of May 1953. 

Mr. Correr. That is the first time you heard ¢ 

Colonel Curriz. Yes. 

Mr. Correr. And even from your Agency? Do you mean that was 
from your Agency ¢ 

Colonel ( A rriE. Yes; that was brought to my attention by the Chief 
of my Purchasing Division. 

Mr. Correr. That was the first time you heard of it? 

Colonel Currie. Yes. 1 am not a purchasing officer. In New York, 
if we could show you our organization chart, we have about 60 percent 
of our mission, which is a departmental mission, and is a mission nor 
mally performed in other services in Washington. My job and my 
predecessor’s job is comparable to the head of a pure chasing agency 
with offices in the field, and whose headquarters is in W ashington. It 
so happens that in the case of the Army, Navy, and Air Force medical] 
services we have decentralize 7 that function to New York. 

Now, Colonel Carow and I are not purchasing officers. We run a 
research and development organization. We run an industrial mo 
bilization planning organization. We deal direct with what used to 
be the Munitions Planning Board and has now been transferred to 
Mr. Wilson’s office. We have our own material standards organiza 
tion, and maintain the quality and specifications of the items. 

Mr. Correr. But you are the commanding officer of all these func- 
tions ¢ 

Colonel Curriz. Yes, sir. 

Mr. Correr. Including the purchasing. 

Colonel Currtr. Yes, sir. 

Mr. Correr. And you are the last authority on the purchasing? 

Colonel Currie. So it would be necessary that the Chief of the Divi- 
sion, Purchases Division, would not bring this information to my 
attention which he did on the 22d of May. 

Mr. Correr. Did your agency know of this committee’s interest in 
this case prior to April 30, 1953 ¢ 

Colonel Curriz. No, I knew of your interest in this when I was 
called by Mr. Dow 2 days before the first hearing. 

Mr. Correr. I have a memorandum, dated April 16, 1953, which 
gives a history of the procurement of this blood shipping container. 
It is signed by Mr. Ketcham and Brown, and it appears to have been 
prepared in response to an inquiry which this committee made, al- 
though it does not say so on its face. 

Do you know that ‘that is the fact? 

Colonel Currie. Gentlemen, we have many inquiries from the Mem- 
bers of Congress, and we give them all prompt and the best attention 
we can. But the only time that I had any inkling that we would ap- 
pear before your committee, or that this committee had a germane 
interest in this item, was when I received a telephone call 2 days fol- 
lowing the General Accounting Oflice visit to the agency, 2 working 
days, which was on a Tuesday. 





INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 207 


Mr. Correr. When you were notified that these vapor barrier bags 
were being left out of the box, and the conditions under which they 
were being left out, what action did you take ? 

Colonel Curris. Instructed my chief of purchases to stop shipment 
and to immediately start investigating the circumstances that led up 
to that. I directed that boxes be shipped into the Developmental 
Laboratory and be tested to determine the extent and the effect of this 
deviation from the specification. 

I directed that the Chief of Material Standards immediately start 
a careful study of the boxes and determine what facts they could, 
having to do with the factors that led up to this deviation. 

Mr. Correr. Did they also conduct that investigation ¢ 

Colonel Currie. They conducted that investigation independently. 

Mr. Corrrer. Then there was another investigation conducted: was 
there not? 

Colonel Currie. Yes, sir; on the 28th of May I was advised by 
the Chief of Purchasing and my inspector general that when we 
stopped shipment that the inspector in the plant of a had cis 
covered that some four-hundred-odd boxes had been, or we had over 
paid Baile “Vv for some 400 of the boxes that he actual] \ had not : ship ype «l, 
and at that time I directed my inspector general to immediately con 
duct an investigation and determine the facts on that subject. 

Mr. Correr. As a result of these investigations you finally had con 
ferences and came to some decisions ? 

Colonel Currie. That is correct. On the 5th of June the result 
of those conferences on the conclusions of the tests. we had a con 
ference that afternoon and I came to certain conclusions that I will 
be very happy to present at this time. 

Mr. Correr. I think the memorandum was produced, and is a mat- 
ter of record in the prior hearing, and we will not produce it again. 

Colonel Currie. 1 would like to say this, sir, unfortunately, and 
not being critical, Captain Ketcham who had been the purchasing and 
contracting officer and who was an experienced man by that time, and 
one of my proteges and a man that I was very proud of, was not 
present at the meeting. The young man who had been designated to 
carry on his activities was inexperienced, and when I sat at the meet 
ng, as Was my Cus stom to direct one division to prepare a memo 
randum and I directed Lieutenant Kramer to maintain a memorandum 
of record on the facts that developed at that meeting. ‘This is not 
critical of Lieutenant Kramer. Kramer is sitting in the room and 
he knows that I am not criticizing him whatsoever, but his memo 
randum was not complete and not conclusive. 

That should have been the memorandum for record that would 
clearly delineate the facts that were developed at that meeting. 

Mr. Correr. What memorandum are you re ferring to? 

Colonel Currie. The memorandum you have. It is a very brief 
memorandum by Kramer. 

Mr. Correr. Is that the one we introduced this morning? 

Colonel Currier. I don’t believe it has been introduced. 

Mr. Correr. You are not discussing the memorandum of June 5 
that you signed ¢ 

Colonel Currre. No; 1am speaking of one of June 5 that Lieutenant 
Kramer prepared which briefly lists the conferees present and briefly 
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lists the conclusions and actions that I directed. My memorandum 
is a little more complete. 

Mr. Ikarp. Could we have Colonel Currie present those facts to us 4 

Colonel Currie. I will give them to you very briefly, sir. 

My first reason, gentlemen, was the prior performance of Mr. Bailey 
and his company in the production of blood boxes when we urgently 
needed them. We must remember that I am speaking of a time » when 
when we were going into the early phases of the campaign in Korea. 

He produced 5,000 blood boxes for us. At times he produced these 
blood boxes without a specification. He worked overtime to deliver 
the boxes to the International and LaGuardia Airports in order 
that they might be shipped to the coast. 

He made no additional charges. He was extending himself to assist 
the military medical department in the performance of these efforts. 

Mr. IKkarp. Those first 5,000 boxes you speak of are from a prior 
time ? 

Colonel Currm. They are from eight contracts. 

Mr. Ixarp. They are not deliveries on the contract under discus- 
sion ? 

Colonel Curr. No. This is a different type box. 

Mr. Ixarp. I wanted to get that in the record. 

Colonel Currie. This is a prior performance and I would be very 
happy to introduce for the record that information if I may; I have 
a complete procurement history of the blood boxes. 

Mr. Correr. We have the list on Bailey. 

Colonel Currtr. Thisiseverybody. Iam glad to have you ask these 
questions, because I am anxious to have you know my thinking on 
the 5th of June at a time when we were still at war and at a time when 
we still had a threat of an atom device going off somewhere within 
the continental limits of the United States, and, gentlemen, that is 
one thing I had to keep in mind in arriving at any decision what I 
would do in arranging the contracts with our contractors. 

Going back to the present contract, Mr. Bailey produced a good 
box, and he made suggestions of modifications of the specification 
that made it a better box, made it a stronger box, and more durable, 
and I will prove that to you here this afternoon. 

He did that and those changes, many of those changes, not all of 
them, but many of those changes, I will say 50 percent “of them were 
taken, about 12, representing a change that would bring about an 
increase in cost in the box, that is the cost to the manufacturer in 
producing the box. 

Mr. Correr. An increased cost ? 

Colonel Currte. He could have asked for an increase in the price of 
the box, but he did not ask that we increase the price we were paying 
him. 

Mr. Ixarp. Again we are talking about reviewing this history with 
him. 

Mr. Correr. You base these on figures. 

Colonel Currie. I did not have costs. I based it on the estimate of 
my engineering personnel who said to me if you drill a rivet through 
a metal valance and through the plywood, and put a certain rivet 
through it with a burr on it, and curl it over, you will increase the 
strength of the box, but to do that operation it 1s more costly than to 
put a tack in it. 
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Mr. Correr. Was that in connection with the hinges? 

Colonel Currir. Yes. 

Mr. Correr. Didn’t that come from the Texas Trunk Co.? You 
are citing something that I know came from the Texas Trunk Co. I 
saw a letter on it and where permission was given way back in July 
1952. 

Colonel Currre. I can quote you Mr. Bailey’s letter that he sent me 
where he, and this was verified by my engineers, in the construction 
of the box, the hinges, and I am saying what was in the specifications. 

Mr. Correr. What was the date of the letter ? 

Colonel Currir. May 29, 1953. 

Mr. Correr. That is about a year after the Texas Trunk Co. had 
suggested it and asked your permission although it would cost more 
money to construct it. Will you give that credit to Mr. Bailey? 

Colonel Curriz. No, but he suggested it, and may I ask my specifica- 
tion engineer to come up here? 

Mr. Correr. Surely. 

Colonel Currie. I think Mr. Simon can give you the date that Mr. 
Bailey recommended this change in the hinge. 

Mr. Ixarp. Do I understand that the specifications for the Bailey 
box did not include this riveting ? 

Colonel Currie. The specification at the time we presented these 
boxes, the purchase description on which we procured the boxes, did 
not provide it. 

Mr. Ixarp. And the letter Bailey wrote you on the 29th of May in 
which he voluntarily suggested that this change be made, was that it? 

Colonel Currin. No, this 29th of May letter is a letter that I asked 
Mr. Bailey. He came in to see me to defend his position and to ask me 
to please not keep him out of production any longer than was ab- 
solutely necessary and he wanted to plead his case to me and I told 
him to go back with his counsel and write me a letter delineating all 
the facts in order that I may have a complete statement from him as 
prepared by his counsel before me in determining whether or not I 
would process a suspicion of fraud, whether to go on letting him make 
the boxes, or whether to cancel the contract. 

Mr. Ixarp. And it was in that letter that his counsel placed that 
matter with respect to the hinge ? 

Colonel Currir. He outlined these matters at no cost to the Govern- 
ment. 

Mr. Ixarp. He stated in that letter that he voluntarily had made 
this change along with others, even though Texas Trunk had made it 
some years before ? 

Colonel Currie. I think Texas Trunk made the changes as a result 
of their findings early in the game that the hinges and hasps on the 
hinges would not hold up. 


FURTHER TESTIMONY OF ROBERT SIMON, MATERIALS ENGI- 
NEER, SPECIFICATIONS BRANCH, MATERIAL STANDARDS DI- 
VISION, ARMED SERVICES MEDICAL PROCUREMENT AGENCY 


Mr. Srmon. On October 20, 1952, Mr. Bailey sent a letter to the 
Material Standards Division and he made a number of suggestions 
which were later incorporated in the contract. I can go through these 
item by item, if you wish. 
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Mr. Correr. We have copies, but you don’t find this deletion of the 
vapor moisture bag, this $4 item in there, do you‘ 

Colonel Currin. I am not going to pinpoint those 12 or 14 1mprove- 
ments that you have a record of. 

Mr. Rien_man. We have that record here. 

Colonel Currie. We feel in considering his letter of the 29th of 
May 1953, and this is after we stopped production, and shortly there- 
after he came in and I refused to sit down and have a long conference 
with him, letting him try to make his points. 

Mr. Correr. This is after you told your engineers they were to get 
the facts ¢ 

Colonel Currie. Yes, sir. 

Mr. Correr. Had you gotten the facts back by that time? 

Colonel Currtr. No. This visit of Mr. Bailey was on the 8th. 

Mr. Correr. May we have the letter of May 29, 1953, introduced in 
the record, Mr. Chairman ¢ 

Mr. Rizutman. Without objection it will be made a part of the 
record. 

(Letter of May 29, 1953, from Bailey Engineering to Colonel Currie 
is as follows:) 

EXHIBIT 20 


Letter of May 29, 1953, from L. H. Bailey, Bailey Engineering Co., Ramsey, N. J., 
to ASMPA, Brooklyn, N. Y., re performance tests on blood shipping containers 
performed by United States Testing Co., Inc. (Report of tests attached.) 


THE BAILEY ENGINEERING Co. INC., 
Ramsey, N. J. May 29, 1953. 
Subject : Contract No. — O. I. N. 42687, container, shipping, insulated, type 1, M-1, 
stock No. 4-186-120 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
84 Sands Street, Brooklyn 1, N. Y 
(Attention: Colonel Curry.) 

GENTLEMEN: On May 20, 1953, the United States Testing Co. came to this 
plant and picked from stock an insulated shipping container for a performance 
test under ambient conditions of 90° F. Their report, test No. E-—7248, dated 
May 29, 1953, is before us. The original is attached herewith. The results, 
aside from being extremely gratifying, are as we expected, having surpassed the 
24-hour requirement by 27 hours, for a total of 51 hours. 

Ever since Bailey Engineering Co. has made this product, it has been the 
sincere desire of every person in the organization, from the writer down to the 
performer of the least important operation, to produce a product that would 
do everything expected of it. No one of us here has ever lost sight of the tre- 
mendous importance of this product 

We honestly feel that the container we have been turning out is far superior 
to that previously manufactured. We have on hand a previous product, the 
one upon which specifications for the current product were based, and it amazes 
even us the number of improvements which have been made. The important 
point is that almost all of these improvements were suggested by us and were 
made effective either by written or by oral acquiescence 

At no time have we ever considered that the product was such that it could 
not be improved upon. Our records show a constant and consistent number 
of improvements with practically unfailing regularity. Even currently there are 
suggestions under consideration. It is reasonable, therefore, to assume that the 
product will be further changed as time goes on. 

With reference to changes, we respectfully wish to point out that we have at 
all times considered the product as open to improvements. When improvements 
have occurred to us, we have taken them up either orally or by letter. It has 
happened that oral commitments were placed into effect without further ado. 
Confirmations in writing came subsequently. We wish to present the following 
specific incidents in substantiation of this statement. 
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On or about August 21, i950, oral specifications were proposed by us for a 
new type molded shipping container. Because of the necessary lapse of time, 
which would have prevailed in order to incorporate these new specifications in 
the resulting contract, the contract given us incorporated the old or previous 
specifications with the oral understanding that the new specifications would 
be made avajlable to us at your earliest convenience. On January 5, 1951, we 
put our oral specifications in writing and submitted them to you in a letter of 
that date. On May 18, 1951, we received your confirmation of the specifications. 
However, prior to May 18, the product was prepared for production and our 
records show that shipments of the finished product were actually made. 

Another instance in which our experience and judgment were relied upon is 
evidenced by a meeting which took place on October 13, 1950. At that time, we 
were requested to design a more suitable wire rack, or bottleholder, and we were 
instructed to proceed as quickly as possible. The new wire rack was completed 
and put into production long before you gave us written authorization for this 
change in specification. 

It has even occurred that, due to emergencies in the Armed Forces, we have 
made entire units, (1) without specifications, (2) without samples, (3) without 
prices and (4) without written orders. We made these units and shipped them 
before actual written order was received from you. We do not wish to bore 
you with the detailed facts of this case, but will gladly state them if you want 
them. ‘Too, had you not had faith in us, many lives would have been jeopardized, 
and had we no faith in you we would not have hazarded thousands of dollars. 
Our mutual trust was advantageous to both of us and it is a basic business 
principle that the cooperation between the buyer and seller is paramount to 
the realization of best results, 

Frankly, when the method used by us with regard to the barrier material in 
the blood-shipping container was questioned, we were very much puzzled, and 
we had a definite sense of frustration. This is one of the factors to which we 
have given our best and most careful attention at all times. Upon receipt of 
this contract, we studied very carefully the specifications involved. We have, 
since receiving your notice of deviation, read and reread the specifications re 
garding the barrier material and we cannot arrive at any but the very same con- 
clusion which prompted us to apply the barrier material which has been used 
throughout all of the production of the blood-shipping containers which have 
been delivered. 

Your specifications state (line 17-3.2.1.1) : “A close-fitting heat-sealed envelope 
of a moisture-vaporproof material conforming to class A of specification MIL-—B 
131 shall completely surround the insulation inside and outside as shown on 
drawing 1370 and shall be turned in and laid across the insulation at the top.” 
i It is specifically stated that the top of the envelope shall be left open. It there- 








fore becomes obvious that some method of sealing the top of the envelope must be 
applied and the method which we have been using conforms specifically with 
3.2.1.1 “Each side-wall sheet shall be cemented to the insulation behind it.” 
This is the method to which we have conformed throughout the entire unit. 
It is an obvious impossibility for a side-wall aluminum sheet to be cemented to 
‘! the insulation behind it if between these two materials there is an intervening 
sheet such as thermoplastic foil. At the time when the preproduction sample 
was made, this impossibility was discussed, and, too, it was found that the therm- 
oplastic foil ceuld not be processed into the product without the possibility and 
probability of tearing or stripping. That would, of course, nullify the very pur- 
pose for which the thermoplastic foil was to be used. Further, the fact that the 
foil did not cover the top portion of the insulation in itself nullified the value of 
i its use in the other portions of the envelope. The above-mentioned factors were 
discussed orally during the assembling of the preproduction sample just as we 
would have discussed any other problem which could have arisen. It was our 
expressed opinion that the only practical and infallible method to insure the 
! contents of the blood-shipping container was to use asphalt-latex spray. 
= The following very pertinent facts were also brought out by us: 
t 1. The use of thermoplastic foil is unnecessary for the protection of the insula- 
tion inasmuch as the insulation is impervious to both moisture and vapor. 

2. The use of this same thermoplastic foil on the outside of the aluminum liner 
is also unnecessary inasmuch as the liner cannot be attacked by either moisture 
or vapor. 

3. Furthermore, the glass containers which house the blood are hermetically 
sealed. 
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What the above really means is that, as specified, the thermoplastic foil is 
ineffective, and it also prevents, if used, consummation of the specifications which 
require the adhesion of the wood to the insulation and of the insulation to the 
aluminum liner. 

We then felt an obligation on our part to effect the desired result in the best 
possible manner. After a careful study of available materials, we chose an 
asphalt-latex spray. 

It is a well known fact that asphalt-latex spray has highly adhesive qualities, 
forms a moisture vapor barrier, and in the manufacture of the blood-shipping 
container, it is the one material which can weld the entire container into one 
monolithic mass. 

It is our recollection that this particular subject was discussed by us with all 
parties concerned. It is also true that no single, solitary blood-shipping container 
manufactured in production ever left the premises of the Bailey Engineering Co. 
that did not incorporate the asphalt-latex spray. We have manufactured and 
delivered more than 18,000 from some time in late January until your notice 
of discontinuance. During all of the time that this manufacturing was going on 
and these shipments were being made, our plant was open to any and all 
inspecticns. Each manufacturing step, and in fact, any operation in connection 
with the shipping container was supervised and checked by your accredited rep- 
resentatives. In making this statement, there is no implication whatsoever that 
these individuals to whom this important function was assigned were ever at any 
time in any way remiss in their duties. It was their understanding as it was our 
understanding that the method of manufacture was in accordance with require- 
ments and we can vouch for their diligence in their methods of inspection whereby 
they made certain of proper and efficient manufacture. 

We wish now, if we may, to bring to your attention and your careful considera- 
tion in connection with this whole matter, several pertinent points. 

1. We are using wire stitching in place of tacking. This is more costly. 

2. We are securing all hinges by drilling through the valance steel and wood 
and attaching the hinges with 4 rivets and burrs through the body of the lid itself. 
This was previously done by means of 2 rivets through the valance only and 2 
tacks through the wood of the lid. The lower half of the 3 hinges was formerly 
attached by only 3 rivets and 3 tacks. We are using 12 rivets and burrs. This 
vast improvement which greatly strengthens the entire structure was a voluntary 
improvement on our part at no additional cost. We made this particular im- 
provement as we felt that the tacking of hinges was grossly inadequate. 

3. Similarly, where the draw bolts were attached by 2 rivets on the valance and 
by headed tacks at 1 point on the cover, and 3 points on the body, we attach these 
draw bolts by 3 rivets and burrs through both the valance and the wood of the 
lid and 3 rivets and burrs on the body of the box. Improvements such as these 
are such obvious matters that naturally there can be no question. 

4. This is an instance where substitution of a very expensive material for a 
very inexpensive material was made by us, also as a material improvement. 
Instead of laminating the plywood to the fiber by means of silicate of soda which 
sells for about 2 cents per pound, we have done this laminating by using animal 
glue at a cost of 37 cents per pound. Could this possibly be making something 
inferior? 

5. Specifications state that wire racks be made of galvanized wire, spot welded. 
Spot welding of any kind removes galvanizing, leaving the welded and surround- 
ing areas without protection. We have had our racks manufactured and then bad 
them plated, eliminating the above hazard. That has cost us approximately 25 
cents per rack more than those originally specified. 

6. Where brass plating was specified, we have used zine plating on the hard- 
ware. This, as you know, is superior, but is more expensive. 

All of the above-mentioned improvements were made at additional expense to 
us, but were not calculated in the original bid price. This is definitely in keeping 
with our statement in paragraph 2 of this letter where we stated that it is our 
desire to make this product as fine as we possibly can. 

Reverting to the matter of the vapor barrier which has been the cause of this 
question of deviation, we wish to state unequivocally and as our honest and sin- 
cere statement, that we have at all times viewed this matter in the same light in 
which we have considered all of the other matters which we have enumerated 
above. In manufacturing the blood-shipping container with this asphalt-latex 
spray, we have done so only because it is our belief, and we felt and still feel very 
strongly that by so doing, we have made a much better product. This statement 
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is borne out by the laboratory test enclosed herewith, which test was performed 
on a box of current production which was made with the deviation in question. 

The Bailey Engineering Co. has been entrusted by other branches of the United 
States Department of Defense with other important work. Currently it has in 
process writing the Classification of Defects, checking spare parts and construc- 
tion of the most advanced and complex fire-control equipment. We have done 
much of this work in the past, together with redesign and construction of elabo- 
rate air navigational training devices. This, in our opinion, is evidence of our 
ability to not only see through a manufacturing project, but our ability to suggest 
and make improvements such as those we have made on the blood-shipping 
container. 

As regards the question of the price of blood-shipping containers, it has been 
possible for us not only to manufacture them at a price which was considered low, 
but we have been able to make a better product at no additional cost to you. 
Furthermore, included in our low price have been the following corrected specifi- 
cations which were given us after the award of the contract. 

1. Repositioning of the spring clip in the rack. 

2. Adding chains and riveting them to the blood-shipping container. 

We are fully confident that whatever tests can or may be made on any of the 
containers, which have been shipped from our factory, the results will be far in 
excess of the minimum specifications. We are fully confident that until further 
new ideas are developed, we are making the finest blood-shipping container that 
can possibly be made. 

In accordance with your wire request, we have, as you know, discontinued man- 
ufacture, until it serves your convenience to advise us otherwise. We respect- 
fully request that this matter be brought to a conclusion just as quickly as it is 
humanly possible todo so. Weare certain you know and understand the difficulty 
of maintaining an efficient organization and it is a fact that if we are unable to 
recall our employees back to work within a reasonably short time, we will lose 
most of them who have been so carefully and well trained by us. We make this 
plea, as we are fully aware of the importance of this product and of the import- 
ance of the continuance of its manufacture efficiently and economically. 

We have placed before you the facts as we know and understand them. We 
have done so to the very best of our ability and in all sincerity. 

Sincerely yours, 
BAILEY ENGINEERING Co. 
L. H. BAILEY. 


UNITED STATES TESTING CO., INC., 
Hoboken, N. J. 


REPORT oF TEST 


Test No. E-7248, May 29, 1953. Bailey Engineering Co., Island Road, Ram- 
sey, N. J. 
Material tested: One (1) insulated shipping container. 
Nature of tests; Insulation test under ambient conditions of 90° F. 
Control] No. MPA—380—287—M D-18435 
OIN 42687. 
Control No. MPA—80-287—MD-18485 
OIN 42688. 
UNITED STATES TESTING CO., INc., 
By A. S. MInbES, ENGINEERING DIVISION, 
Supervised by ASM. 
GENERAL 


On May 20, 1953 the United States Testing Co., Inc., was requested to perform 
Insulation Tests on one (1) “Insulated Shipping Container.” 


TEST PROCEDURE 


On May 20, 1953, an Insulated Shipping Container was sampled from the 
clients’ stock by the United States Testing Co., Inc. 

The twenty-four (24) bottles packed in the container were loaded with water 
to the 500 cc. mark. A thermocouple was placed in one bottle of the lower and 
one bottle of the upper racks. The loaded container was then prechilled to 40° 
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F. When the container and contents reached a stable 40° F., the ice bucket was 
completely filled with twenty-two (22) pounds of crushed lime, and sealed as for 
shipment. The container was placed in a test chamber maintained at 90° F. 
with mechanically induced slowly moving convection air currents. Also, the 
container was mounted on two wooden blocks, which allowed almost all of the 
base to be free of the floor and open to the circulating air currents. Temperature 
readings were taken on a constantly recording thermometer. 


TEST RESULTS 


The total elapsed time for a temperature rise from 40° F. to 50° F. under 
ambient room conditions of 90° F. was fifty-one (51) hours. This maximum 
temperature rise occurred on the upper bank of bottles only. 

The temperature of the lower bank bottles after fifty-one (51) hours was 
44° F, 

Under stated conditions of test, the bottles never dropped below 39° F. 

By extrapolation, the total time necessary for the upper bank of bottles to 
reach 51° F. is sixty-three (68) hours. 

Colonel Currie. Mr. Bailey visited me on the 25th of May and it 
was at that time I instructed him to prepare a comprehensive presen- 
tation of the facts leading up to these deviations. 

Mr. Rizatman. And this is the letter we have just introduced in the 
record ? 

Colonel Currtr. Yes, sir. 

Mr, Rreuiman. Will you proceed? 

Colonel Curriz. I am not going to pinpoint the other improvements 
that we feel he incorporated in the box. One of the factors that was 
developed in this discussion was the fact that prior to going into pro- 
duction of this box on some of his visits Mr. Bailey had discussed with 
members of the Material Standards Division this asphalt latex ad- 
hesive and while it was the opinion of the man that he had discussed 
this with, that Mr. Bailey could not under any circumstances have 
assumed that this man, Mr. Smith, who had no authority to disapprove 
or approve any change in specifications, while there was no indication 
so far as Mr. Smith was concerned, that it was reasonable for Mr. 
Bailey to assume that it had been approved, there was a reasonable 
doubt in my mind on the basis of Mr. Bailey’s having produced on very 
short notice and very brief purchase descriptions prior to that time, 
that he might have, there was the reasonable doubt in my mind that 
he might have construed that discussion to mean a tacit approval of 
that substitution. 

Mr. Correr. When did that conversation take place with this gen- 
tleman Mr. Smith? 

Colonel Curriz. I would have to ask Mr. Smith that. 


STATEMENT OF BALENTINE E. SMITH, COMMODITY SPECIALIST, 
PACKAGING SECTION, ARMED SERVICES MEDICAL PROCURE- 
MENT AGENCY 


Mr. Smiru. I don’t know if I gave the approximate date on it. 

Mr. Correr. Isn’t it October 2? 

Mr. Smrru. It is a matter of record. 

Mr. Correr. The conversation took place before he wrote this letter 
asking for permission for these 12 other modifications, isn’t that 
correct ? 
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FURTHER STATEMENT OF COL. HOWARD F. CURRIE, USAF, CHIEF, 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY 


Colonel Currie. If he had any impression at that time, he forgot 
to include it in this letter at the time he included the 12 much lesser 
specifications. 

Mr. Correr. Mr. Bailey stated that he was under the impression 
that another member of his staff had written such a letter. I think 
we will cover that separately, because I think he has given seven dif- 
ferent versions. 

The letter was written after the conversation he alleges with Mr. 
Smith, is that correct ?¢ 

Colonel Currie. That is correct. 

Mr. Correr. That was in October 1951. When did he submit his 
preproduction samples ¢ 

Colonel Curr. January 1953. 

Mr. Correr. In January 19534 

Colonel Currtg. Yes. 

Mr. Correr. If he had that in his mind, why was it that when he 
submitted the samples that appeared to have been prepared long after 
this conversation and long after this letter, how is it that those samples 
showed up with metal foil ? 

Colonel Currie. I cannot answer that. 

Mr. Corter. Did you make any investigation into that, or, rather, 
did you give any consideration to that at the time? 

Colonel Currte. I did not at that time. 

Mr. Corrrer. As soon as they discovered that the first 18,000 that he 
produced, he produced without a metal foil barrier, didn’t you im- 
mediately check and find that the samples he had submitted did have 
metal foil barriers ¢ 

Colonel Curr. It is my impression that all of his production sam- 
ples were of latex asphalt spray, that he produced earlier in the mean- 
time a box 

Mr. Correr. The ones he sent to the warehouse, but the ones that 
came to your shop had the metal barrier ? 

Colonel Curriz. That is right. 

Mr. Correr. And the ones that the civil defense asked for had the 
foil barrier, we have established that. 

Colonel Currtme. They were all shipped simultaneously and not 
later, as was testified. 

Mr. Correr. I don’t know if they were shipped simultaneously, but 
they were all shipped in January. 

Colonel Currigz. Yes. 

Mr. Correr. The point I am making is that that was 3 or 4 months 
after this alleged misunderstanding, and your idea that they had 
gotten this changed. i 

Colonel Curr. That is right. 

Mr. Correr. And you did not consider that when you made your 
decision ¢ ; 1 

Colonel Currie. I certainly did not recall having that brought to 
my attention. 

Mr. Correr. Haven’t we got the cart before the horse? On June 
5 you did say that this unauthorized deviation on the boxes was dis- 
covered and you found that it was poor business practices, and a lack 
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of appreciation of his contractual responsibilities, rather than any 
deliberate intention on his part to defraud the Government. 

Colonel Currte. I still think that. Let me say one thing, we are 
talking about the 5th of June and not the 23d of February. I am 
thinking about the 5th of June. 

Mr. Correr. You said you still think that? You have had time to 
study this a great deal and go over these facts. 

Colonel Currre. I still think with the information I had available 
on the 5th of June. 

Mr. Correr. Oh, I misunderstood you. 

Colonel Currie. As of that time. We cannot argue as to whether I 
had a suspicion of fraud now. As I said, on the 5th of June as this 
clearly delineates here. 

Mr. Correr. Did you consider the fact that Bailey had obtained 12 
or 14 other smaller modifications and had not included this one which 
was the one that really counted up on a 30,000 production line. 

Colonel Currie. I do not think this counted up as much as you 
indicated in the hearing. 

Mr. Correr. Wasn’t it the most substantial deviation in the whole 
group ? 

You will agree to that under oath? 

Colonel Curr. Yes; I will agree to it, and I will maintain the 
facts of our subsequent action protected the interests of the Govern- 
ment. 

Mr. Correr. Did you consider the various versions that he gave at 
the time that this was found ? 

Colonel Currm. Yes; I did. 

Mr. Correr. Which ones of them did you take into consideration ? 

Colonel Currtr. I took into consideration and gave most weight to 
the first that it was his impression that his shopman, his foreman had 
proposed a request and that it had been approved. 

Mr. Correr. Was that the first one? 

Colonel Currrr. That is one of my considerations. 

Mr. Correr. Didn’t your agency prepare a report to you that on 
the day that they went out there that a contended that this was a 
moisture barrier and this did comply with the specifications ? 

Colonel Curr. In fact, if you go by Webster’s Dictionary, he was 
right in what he meant. 

Mr. Correrr. Doesn’t the specification clearly call for a metal foil 
bag? 

Colonel Currm. So what? So he substituted. He substituted 
Flintkote. 

Mr. Correr. Would you call that a metal foil bag? 

Colonel Currm. No. 

Mr. Correr. He had had 18 previous contracts with you. 

Colonel Curriz. You have not let me finish my presentation, but for 
your information the item that he gave us proved superior and more 
economical than what our specifications called for. 

Mr. Correr. You have said that before, and we want to go into that, 
but let us take this one thing at a time. Did you review all seven 
different versions he gave? 

Colonel Currie. No; I didn’t. I assume that my purchasing person- 
nel reviewed those and they presented the facts that they felt I should 
have to make the determination. 
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Mr. Correr. But you were not acquainted with them in detail, that 
some of them were wholly inconsistent with the others? 

Colonel Currie. Not all of them. But I was acquainted with the 
salient features of the problem and enough to enable me, with the 
concurrence of all present, to make my decision which, sir, I still feel 
was in the best interests of the Government. 

Mr. Rreuiman. What about the payment for the 400 additional 
boxes ¢ 

Colonel Currie. I would like to ask Colonel Hallahan to give you 
that information. That was reported to us on that very day before 
we made our decision as to whether or not we would process a sus- 
picion of fraud and whether we could find that the man had demon- 
strated no malicious or willful intent to commit a fraud on the Gov- 
ernment. 

Mr. Correr. You say you have established that point ? 

Colonel Currie. To my satisfaction. 

Mr. Correr. To your satisfaction ? 

Colonel Currie. Yes, sir. 

Mr. Correr. May we introduce in the record a group of docu- 
ments, statements, and correspondence covering various interviews 
and statements made by Mr. Bailey with respect to various versions 
he gave on this, leaving out the moisture barrier bag? 

Mr. Riewiman. It all pertains to that ? 

Mr. Correr. Yes. 

Colonel Currtr. Those statements were made during the time that 
the man had had his production stopped, that he was very much con- 
cerned about his organization and that the one statement that bore 
the most weight, so far as I was concerned, was the statement that he 
developed for me with the benefit of counsel. 

Mr. Correr. May I list these memoranda for identification ? 

Mr. RrewimMan. Yes. 

Mr. Correr. The first is a memorandum of May 1 by J. B. Ketcham; 
a memorandum of May 4 by M. F. Kramer; a letter of May 4 from 
L. H. Bailey; record of a conversation with contractor signed by 
J. B. Ketcham, dated May 5, 1953; memorandum for the record of 
May 15, 1953, by M. Kramer; and a note on it by J. B. Ketcham; and 
a statement of August 5, 1953, by Balentine E. Smith, taken by the 
investigator of the General Accounting Office. 

Mr. Rreutman. Without objection it will be admitted in the record. 

(Memoranda and letters referred to are as follows :) 


Exurpits 21A-21F 


Memoranda, statements, and letters reflecting explanations given by Mr. L. H 
Bailey of Bailey Engineering Co., Ramsey, N. J., concerning omission of vapor 
barrier bags in construction of blood-shipping containers : 

(A) Memorandum of May 1, 1953, by Capt. J. B. Ketcham, contracting 
officer, ASMPA, Brooklyn, N. Y., re visit to Bailey plant. 

(B) Memorandum of May 4, 1953, by M. F. Carney, ASMPA, Brooklyn, 
N. Y., re conversation with L. H. Bailey. 

(C) Letter of May 4, 1953, from L. H. Bailey, Bailey Engineering Co., 
Ramsey, N. J., to ASMPA requesting clearance for deviations from speci- 
fications. 

(D) Memorandum of May 5, 1953, by Capt. J. B. Ketcham, contracting 
officer, ASMPA, Brooklyn, N. Y., re conversation with L. H. Bailey. 

(E) Memorandum of May 15, 1953, by Lt. M. Kramer, purchasing officer, 
ASMPA, Brooklyn, N. Y., concerning conversation between Capt. J. B. 
Ketcham, contracting officer, ASMPA, and L. H. Bailey. 
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(F) Affidavit by Balentine R. Smith, commodity specialist in charge of 
packaging section, ASMPA, Brooklyn, N. Y., to General Accounting Office 
investigators Charles E. Wolfe and Michael J. Astor, on August 5, 1953, re 
conversations with L. H. Bailey. 


EXHIBIT 21A 


Bailey Engineering Co. 
OIN—42687 1 May 1953. 
Stock No. NS-4 CD V-156 

VISIT TO PLANT 


The undersigned, Colonel Brown, Lieutenant Curley and Mr. Simon visited 
contractor’s plant in Ramsey, N. J., to inspect current production of subject item 
on 30 April 1953 

In the course of a demonstration by Mr. Bailey on the installation of the 
“Styro-Foam” insulation, the undersigned noted that the Moisture-Vapor Bag 
required in the contract specification was not being included. The undersigned 
questioned Mr. Bailey on this point. 

Mr. Bailey stated that the specification did not require a “Bag per se,” but 
only a barrier. Mr. Bailey stated that the spraying of flint-coat adhesive into 
the box to bind the Styrofoam was within the specification, as it made a satis- 
factory barrier against mosture Therefore a bag itself was not required. 

Upon return to ASMPA, the undersigned and Colonel Brown had the following 
conversation : 

(1) Colonel Brown stated that at an appropriate time later he questioned 
Mr. Simon, who stated that he didn’t know whether Bailey’s claims about the 
flint coat being within the specifications was correct, but would check upon 
return to ASMPA. 

(2) Colonel Brown ordered the undersigned to get the specification and report 
to him in the morning of May 1 exactly what the specification requires. 

Norr.—Insofar as could be determined on casual inspection there were no 
boxes in the plant with the required bag. Also, we inspected some which had 
been damaged in shipment. It was possible to see inside these and there were 
no bags in these boxes either. 

J. B. KeTcHAM, 
Captain USAF (MSC), 
Contracting Officer. 
A certified true copy: 
MERVIN KRAMER, 
Lt., MSC., USNR. 


Exuisit 21B 
ReEcorD OF CONVERSATION WITH CONTRACTOR 


Date: 5/4/53 

Contractor: Bailey Engineering Co., Ramsey, N. J. 

Bid Number: (8S). 

OIN Number: (S) 42687. 

Stock Number: (S) NS4—-CS—K-156 Container Shipping Insulated. 
Type of conversation: Phone (X) Visit ( ). 

Brief summary of conversation: Called Mr. Bailey with reference to memo 
received from Chief, Materiel Standards Division relative to visit to Contractor’s 
Plant by Mr. Robert Simon, Materiel Engineer, Col. Max. H. Brown, Chief Con- 
tracting Officer, Capt. J. B. Ketcham, Contracting Officer and Lt. John F. Curley, 
Expediting Officer. Mr. Bailey’s attention was called to the fact that the 
moistureproof vapor barrier used in the fabrication of subject item did not 
appear to be the type specified. He was advised that no record in Specs. Branch 
File indicated that he had requested, or the Purchases Div. permitted deviation 
from Specs. concerning this requirement. Mr. Bailey said he had not requested 
authority to deviate from this requirement—as the Specs. Branch had requested 
that he request as few deviations from Specs. as possible. He advised that he 
was spraying the unit with a Flint coat rubberized material, which in his opinion 
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afforded necessary protection, altho it was not in exact accordance with Specs. 
He was advised that samples would be pulled from Mechanicsburg and other 
FCDA depots for examination. He is writing letter explaining this situation 
M. F. CARNEY. 
A certified true copy: 
EuGENE L. SHANAHAN, 
Vajor USAF (MSC). 


ExHIBIT 210 


BAILEY ENGINEERING Co., 
Ramsey, N. J., May 4, 1954 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
84 Sands Street, Brooklyn, N. ¥. 
(Attention: Capt. J. B. Ketcham.) 

GENTLEMEN: We were most happy to have yourself and party visit our plant 
on April 30 last, and view the operation thereof. 

I am in receipt of a memorandum calling attention to a deviation in specifica- 
tion regarding the type of waterproof barrier we are using in the container. 
We have since examined our file and find no record of a request for this change, 
although it was the writer’s belief that such had been done. The barrier we 
are using, i. e., a sprayed application of asphalt, latex solution in accordance 
with JAN-—P-101 is equal to and for the purpose intended, superior. 

As you know, it has been our consistent effort at all times to furnish a superior 
item to that specified, and in so doing, we have on many occasions made sug- 
gestions and alterations to improve its quality. I do not believe that it is 
necessary at this time to go into detail as to what they have been. This com- 
pany has assisted for several years in developing this container so that any 
thinking has been along the lines of improving the existing box. 

To say the least, we were amazed to find no written clearance on the item in 
question. In order to correct this oversight, we would appreciate it if this 
letter would be considered a request for clearance at this time. 

Yours truly, 
BAILEY ENGINEERING Co. 
L. H. BaArIrey. 
A certified true copy: 
EuGene L. SHANAHAN, 
Vajor USAF (MSC), 
Contracting Oficer. 


EXxHIsiT 21D 
RECORD OF CONVERSATION WITH CONTRACTOR 


Date, May 5, 1953. 

Contractor: Bailey Engineering Co. 
OIN Number: OIN-—42687. 

Stock No. : 4NS-CD-V-156. 

Type of conversation: Visit. 

Brief summary of conversation: Mr. Bailey and Mr. Dwyer (apparently 
Mr. Bailey’s attorney) visited ASMPA this date. A meeting was conducted 
with the undersigned. Colonel Brown attended most of this meeting 

Mr. Bailey stated that he wished to explain why he had shipped approximately 
14,000 units of subject item in subject contract without the specification moisture- 
vapor-barrier. Mr. Bailey stated for the record that he was very, very upset 
over this serious omission. He further stated that until he was advised by 
Miss Carney on May 4 about his omission of the spec barrier he was certain 
he had ASMPA clearance for same. He stated that he was under the impression 
that a Mr. Stafford in his employ (but no longer in his employ now) had written 
ASMPA to request permission to leave out this barrier, and that this devia- 
tion had been approved by ASMPA in writing. It was not until he had all his 
files on May 4 that Mr. Bailey discovered that this exception had neither been 
requested or approved. 
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Mr. Bailey then handed the undersigned and Colonel Brown a letter dated 
May 4, which stated the company’s official position in the matter. (See file.) 

Mr. Dwyer then asked what action the Agency would take in this matter both 
on future shipments, and on all material already shipped. 

Colonel Brown stated that before we could answer that, the contractor must 
tell us frankly how many had been shipped without the specified barrier, and 
how it happened that the samples received at ASMPA both contained the specs 
barrier. Mr. Bailey answered as follows: 

(1) All units shipped on both contracts, except probably two to Washington 
FCDA office, did not have the specs barrier. 

(2) Before starting OIN-42688, contractor had made up approximately a 
dozen samples with bags. Probably the inspector submitted two of these by 
mistake, instead of samples representative of the production run. 

(Comment by JBK: One sample was submitted on December 4, 1952, and 
one in late January 1953. The second sample was for FCDA and required dif- 
ferent box markings than the first, for military. It is therefore impossible that 
both samples submitted could have been from the same group. ) 

The undersigned then stated, at request and with the concurrence of Colonel 
Brown, ASMPA policy in this matter. 

(1) That samples would be requested from destinations on both contracts. 
These samples would be subjected to thermal tests for performance to deter- 
mine whether the omission of the specs barrier affected the maintenance of 
constant temperature inside the box. 

(2) If these samples passed the test, the contractor would not be in as serious 
difficulties as now appeared. If the boxes passed, none of the units shipped 
would be returned for inclusion of the bag. However, the contractor would have 
to offer the Government a sizable price reduction on all units shipped to com- 
pensate for the omission of the specs barrier. 

(3) Should the samples fail to pass these tests, every unit shipped on both 
contracts would be returned to the contractor under the guarantee clause, for 
insertion of the specs barrier. 

Contractor asked whether he should continue production or insert bags. 

Colonel Brown stated that it would be preferable that all future shipments 
contain the specified barrier. 

3ailey protested that it would shut him down, and put him out of business, 
and since he knew that his box would pass performance tests why couldn’t 
Colonel Brown approve continuance of shipments? These would be at Bailey’s 
risk! 

It was then stated that as an interim policy, pending discussion with Colonel 
Angell and Chief of Agency that contractor could continue shipping as is, pro- 
vided he assumes full responsibility for return of units if they do not pass, in- 
cluding shipping charges, and will offer the aforementioned price reduction if 
the boxes do pass the test. Contractor agreed to this. ASMPA will confirm 
in writing upon return of Colonel Angell. 

In conclusion, Colonel Brown asked Mr. Bailey if he had any reports to give 
us from an independent lab, such as United States testing, that would prove 
that his box would pass the performance tests. Mr. Bailey stated that he did 
not, but that he knew it would pass. 

J. B. KeTcHaM. 

A certified true copy. 

EUGENE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 





EXxHIsBIT 21 E 
ASMPA-BS-5 MK/jej 
May 15, 1958. 
MEMORANDUM FOR THE RECORD 


Subject: Regarding contract OIN-—42687, stock No. NS-4CDV156 
Bailey Engineering Co. 

1. Telephone conversation held this date between Capt. J. B. Ketcham of 
ASMPA and Mr. Bailey of the subject company and witnessed by Lt. M. Kramer 
of ASMPA. Capt. Ketcham informed Mr. Bailey that as a result of the meeting 
held between Colonel Angell, Colonel Brown, and Captain Ketcham, it was 
decided that all future shipments on the above referenced contract would be 
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stopped until boxes were provided with the proper vapor-proof barrier as speci- 
fied in the specifications. Captain Ketcham emphasized the fact that the vapor 
bag must be provided. Mr. Bailey stated that he was definitely at fault in 
deviating from the specifications even though he felt that his substitute spray- 
type vapor barrier would pass the performance test. Mr. Bailey was also in- 
formed by Captain Ketcham that production could continue on the boxes that 
were provided with the proper vapor bag as clearly outlined in this specifications. 
It was clearly stated by Captain Ketcham that the only shipments that must 
stop at once are those that do not contain the vapor bags. Also, that Insmat 
had been contacted requesting the shipments cease. Mr. Bailey told Captain 
Ketcham that production would continue using the proper vapor bag as the 
barrier and that he would visit the Agency on the morning of May 18, 1953, to 
discuss the entire matter. 
M. KRAMER, 
Lt. MSO, USN, 
Purchasing Officer. 
Note.—Bailey was advised that formal written notification of this action, 
would be held up pending his visit to ASMPA on May 18. All previous written 
confirmation to the contractor was held up awaiting the return of Colonel 
Angell. 
J. B. KetcHam. 
A certified true copy: 
EvuGENE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 





ExHIbIT 21F 
5 AuGusr 1953. 

I, Balentine R. Smith, Commodity Specialist in Charge of Packaging Section, 
Specifications Branch, Materiel Standards Division of the Armed Services 
Medical Procurement Agency, 84 Sands Street, Brooklyn 1, New York, do hereby 
voluntarily make this statement to General Accounting Office Investigators 
Charles E. Wolfe and Michael J. Astor. This statement is made of my free 
will and volition without any threats or promises. I have been advised of my 
rights to refuse furnishing information under the Fifth Amendment of the Con- 
stitution and I do hereby waive such rights. 

I was not officially connected with design of the blood boxes produced by the 
Bailey Engineering Company, nor did I enter into any phase of administration 
of the contracts. However, I was consulted by various personnel of the Agency 
on occasion because of my prior experience with blood boxes. Specifically, 
I went to Korea in April 1951 in order to observe the blood shipping containers 
under actual operating conditions. Various types of blood boxes then or pre- 
viously in use were subjected to the test. 

After this trip, I submitted a report of my findings, and it was concluded 
that the Red Cross box come closest to the desired type considering such elements 
as maintenance of minimum temperatures, size, weight, reuse of box, and other 
economies. These matters were further explored by the Engineering Develop- 
ment Division of Armed Services Medical Procurement Agency. As a result 
of this research, the present blood shipping container was developed. 

The above is background information to illustrate my connection with the 
blood shipping containers. With respect to the Bailey contracts, at no time 
did I officially enter into the writing of the specifications, the administration 
of the contract, or any other such matters. At times the specification writers 
discussed matters with me, but these talks were informal. 

I had no official conversation with Mr. Bailey about his contracts. One day, 
late in 1952 or early 1953, Mr. Bailey stopped and talked to me in a purely 
unofficial manner while he was in the office for other reasons. We discussed 
ways in which the containers could be produced faster, with less difficulty, and 
more economically. Wespoke of the feasibility of substituting a plastic material 
for the aluminum foil liner as the moisture-vapor barrier. I do not believe 
that Mr. Bailey could possibly have construed this conversation as representing 
authority to make such a substitution, and our talks were purely theoretical 
and it was only a matter of exchanging views. I would like to emphasize that 
it was an informal and casual talk and that Mr. Bailey definitely understood 
I was not involved in this contract. 
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When it was discovered a few months ago that Bailey had made the substi- 
tution of a plastic material for the aluminum foil liner, I was very surprised. 
Since the Chief of Agency, Colonel Currie, was not aware of my conversations 
with Mr. Bailey regarding the moisture-vapor barrier, I felt that it was perti- 
nent for him to know about the conversation. I therefore volunteered the 
information to Colonel Currie. Since then, I have not been asked to clarify 
or give further detail on the conversation nor to prepare a written statement. 

BALENTINE R. SMITH. 

Subscribed and Sworn to before me at New York, N. Y., this fifth day of 
August 19538. 

CHARLES E. WOLFE, 
Special Investigator. 


By authority of the Comptroller General of the United States, pursuant to 
Section 297, Revised Statutes, as amended. 

Colonel Currie. With your permission, I would like to continue 
with the considerations. 

Mr. Correr. I wanted to interrupt you for that one purpose. 

Colonel Currie. All right; with your permission I will continue. 

An important factor, as far as I was concerned, was that the agency 
had been represented in this contractor’s plant at frequent intervals 
by an inspector who ostensibly was the eyes and ears of the contracting 
officer and who should have picked up any deviations on the part of 
the manufacturer in the production of these boxes. 

Another consideration that I would like to present is that Mr. Bailey 
had repeatedly invited the purchasing and contracting officer, the 
chief contracting officer and the chief of the Purchases Division, to 
visit his plant and see his production line, and it is inconceivable to me, 
gentlemen, that a man who was deliberately committing overt acts, so 
far as attempting to defraud the Government, would repeatedly invite 
our personnel to visit his plant and see his production line. 

Mr. Correr. Is that in writing ? 

Colonel Currtm. I don’t know, but I have been told by Mr. Ketcham 
and Colonel Brown that on at least 2 or 3 occasions Mr. Bailey, 
when he had visited the agency, had repeated his invitation to visit. 
[ cannot understand how you can accuse a man of fraud if he is 
inviting you to visit him. I don’t see how we could have one man 
visit his plant and look at his production line and have him get away 
with the product ion of boxes under specificat ions. 

Il am just trying to give you the factors that I considered, plus 
finally 1 would like Colonel Hallahan, who was in the plant on 
the 5th, and who telephoned me at my office and gave me a verbal 
report which is now part of the record, prior to my having the con- 
ference that led to our decision to let him resume production. 

Mr. Rreutman. Let me go back to your inspection and the fine 
manner in which Mr. Bailey had dealt with you people in your agency, 
and when he was very anxious to have you to come and visit and 
inspect his plant. I recall that last year when we went into this 
matter we had the gentleman who made the inspection, and I was not 
very happy about the statement. He had been in there and said they 
made one of these casual inspections and apparently did not take a 
very careful look at what was going on. 

Colonel Currie. I am afraid that happened and they made the 
Government a party to this matter. How could I, when one of my 
representatives who had been employed by me, how could I turn 
around and crucify Mr. Bailey when one of my inspectors was a party 
to those boxes going out improperly ¢ 
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Mr. Ikarp. It was a failure, or do you think it was a failure of 
your inspection service that that was not determined ‘ 

Colonel Currir. I had to answer that, Mr. Ikard, because as I told 
you earlier I was one of the first men that pushed for a joint procure- 
ment operation. Unfortunately, I think, and other people agree 
with me, that the inspectors who came into our operations feel that 
our office is handicapped by virtue of ~ fact that we do not control 
our inspections. We are correcting that, but up until the present time, 
and this is my opinion and not the military opinion, but this is my 
personal opinion as a doctor and as a civilian, that we cannot ever 
conduct the proper inspections unless contractor’s plants, whether 
technical, medical, or material, and I do not mean by material tech 
nical, but it is no criticism of the Navy when they cannot go in and 
inspect our material because most of the time they are inspecting a 
piece of equipment that they are familiar with in the Navy, and that 
1s their primary job, and our job is incidental. 

Mr. Ixarp. The question I am asking is in this instance, don’t you 
think there was a failure? I am not implying was there a fraud, 
but was there a failure on the inspection in this case ¢ 

Colonel Currir. Yes, there was; but I am not implying that that 
inspector was guilty of dishonesty. 

Mr. Correr. Do you feeel that it was entirely the fault of naval 
inspection ¢ 

Colonel Currie. No, sir. 

Mr. Correr. Could you tell me this, or do you know, why was there 
a distinction made between the Bailey contract and the Texas Trunk 
Co. contract whereby they had to submit, at least in the beginning for 
the first several thousand boxes, samples for every 2,000 they pro 
duced and Bailey was permitted to make ne: arly 18,000 without any 
sample being drawn by your agency. 

Colonel Currm. Yes, sir; I can answer that readily. We have in 
our setup the purchasing and contracting officer who does not deter 
mine the complete criteria of a contractor. That is determined by the 
Material Standards Division and it is ironical, but at the time the 
Bailey contract was issued, and Commander Timberlake had some 
mental reservations about the Bailey Co., the Material Standards Di- 
vision set the inspection criteria for both Bailey and Texas Trunk, 
but Bailey had the know-how. He had fabricated this item before. 

Mr. Correr. Not this particular one 

Colonel Curriz. A similar item. He had fabricated a blood-ship 
ping container which employed the same heat transfer principles, 
and I am sure that they felt that because of Bailey’s know-how in 
having produced before and Texas Trunk had never produced these 
for us, and gentlemen, there was a period of time between the two 
contracts, and this was the first time— 

Mr. Correr. What do you mean by period of time ? 

Colonel Currtr. The Texas Trunk contract was on the 12th of 
June. 

Mr. Correr. And the Bailey contract was on the 28th of June. 

Colonel Currir. And we had never had any other person in except 
Hollinger. Hollinger had been in there and had argued time and 
time again that no one else but Hollinger could produce it. 

I had brought my material engineer and refrigerating engineer 
down, as deputy chief of the agency repeatedly, and I think I had 
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him in the office each time and asked him, “Are you sure that this 
box will pe rform if it is made strictly according to the drawings and 
diagrams?” 

And I fin: ally had Ben Powell in and had all my engineering talent 
in to be sure that contrary to what Hollinger said that it would not 
perform, and in the best estimate of my engineers, and I have some 
good ones, that this box would perform. 

Subsequently the Texas Trunk box did perform, but it is entirely 
logical to assume that on the basis of my querying these engineers 
when they received this Texas Trunk contract that they would put 
a very close inspection criteria on it, and it is the Materi: al Standards 
and not the purchasing - e which determines the inspection. 

Mr. Correr. The Texas Trunk Co. was a trunk company and one 
of the fundamentals of your conce ption was that it be a trunk. 

Colonel Currm. The fundamental is the insulation and the heat 
transfer. 

Mr. Correr. And it isn’t the outside shell ? 

Colonel Currie. The outside shell has proven to be very important 
because it was through our learning that the outside shell had enough 
vapor moisture barrier properties that we did not need the bag, but 
we did not know it then. Any box, if it has the proper insulating 
qualities,can be used. I think I am correct in that. 

Mr. Correr. Did Mr. Simon assure you that the specifications were 
adequate ? 

Colonel Currre. Mr. Simon and Mr. Powell, who is in the develop- 
ment branch. We had ample assurance and there is no mystery to me 
that inasmuch as the first contracts were to Texas, and inasmuch as 
I queried them as I did to be absolutely certain that Mr. Hollinger was 
wrong in what he stated. 

Mr. Correr. Even if you are doing business with a legitimate and 
strong financial firm, isn’t it unusual that you would run a production 
record of 18,000 boxes without one sample being drawn to test ? 

Colonel Currie. Now if we are performing an original inspection. 
The inspectors can send samples any time they desire. 

Mr. Ixarp. I want to get clear in my mind this matter of the inspec- 
tion. ‘There were Navy inspectors on the job representing your shop, 
is that right ? 

Colonel Currre. Yes; we had Navy inspection service and since they 
cover the United States they were doing this inspection job for us here. 

Mr. Ixarp, And you had no inspection facility in your shop? 

Colonel Currre. All we have in our operation is a laboratory 

Mr. Ixarp. But as far as actually getting out and doing ins pections 
at the source you have no facility to do that 4 

Colonel Currie. No; we have not. 

Mr. Ixarp. In this case you had no inspector of yours to differentiate 
from the Navy on this job? 

Colonel Currie. That is right. If you want to say that we are 
derelict in that we did not tell him to send a sample in, I cannot argue 
with you. 

Mr. Ixarp. The Navy inspected on the job and always had the au- 
thority whenever they wanted to to pull a sample and send it in to 
you? 
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Colonel Curr. For information or for us to tell him it is all right, 
he has that authority. 

Mr, Ixarp. In your normal procedure you don’t ? 

Colonel Currie. Let me check on that. That is correct, sir. 

Mr. Ixarp. To get your normal operational procedure, if an in- 
spector on a job decides to pull a sample of a product and send it in, 
does he do that on his own initiative or does he do it after receiving 
some order from you or somebody to do it? 

Colonel Currier. He may do either. What we do when we send the 
contract out, we may put on there that he is to send a sample of the 
first shipment and a sample every so often thereafter, or we may say 
origin inspection and leave it up to him, and if he wants to verify his 
inspection he identifies the box having been inspected by > him and 
selected by him and sends it to our agency and we in le put it 
through our laboratory to determine if the box meets or does not meet 
the inspect ion. 

Mr. Ikarp. In this particular case, what sort of memorandum did 
er send your naval inspector with re ened to samples ¢ 

‘olonel Curr. This is Mr. Beall, our technologist. 

Mr Correr. The answer is that you sent none or they would have 

complied and sent samples. 


FURTHER TESTIMONY OF JOHN R. BEALL, TECHNOLOGIST, LABO- 
RATORY BRANCH, MATERIAL STANDARDS DIVISION, ARMED 
SERVICES MEDICAL PROCUREMENT AGENCY 


Mr. Beaty. The contract in question, the two contracts that Bailey 
had, the boxes in both instances were identical, except for markings. 
This was issued by the Laboratory Branch, and on this one we had 
the previous delivery time and a preproduction sample and a sample 
from the initial shipment on the second contract. That was the orig- 
inal instruction sent out. 

Mr. Ixarp. Those were the instructions you sent to the inspector, 
and then anything beyond that he would do on his own initiative? 

Mr. Beatz. That is correct. The manual that goes to the inspectors 
in the field contains the statement that they may submit a sample if 
there is any doubt. 

Mr. Ixarp. But you did not send any instructions for a sample 
except in this first shipment ? 

Mr. Bratt. And a preproduction sample. 

Mr. Ixarp. The only sample you ask for is the preproduction sample 
and a first shipment sample. 

Mr. Brauu. That is right. 

Mr. Correr. You started to get some information from Colonel 
Hallahan for Mr. Riehlman with respect to his investigation of the 
prepayments that the Bailey Co. was getting. Do you want Colonel 
Hallahan to cover that ? 

Colonel Currre. May I add that this is one of the considerations 
that I made on the 5th of June before we made our final determina- 
tion, and this was called in to me by Colonel Hallahan from the plant, 
and I might say it had considerable bearing on my decision. 
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TESTIMONY OF LT. COL. JOHN M. HALLAHAN, JR., ARMED 
SERVICES MEDICAL PROCUREMENT AGENCY 


Colonel HatLtanan. I would respectfully submit that this informa 
tion I am about to discuss now is classified as confidential because of 
the regulations of the military departments, and I give you that infor- 
mation for whatever use you wish to put it to. 

Mr. Rienitman. In view of the fact that there is a question of this 
information being handled in executive session without other people 
being in the room other than the military who are interested in it, I 
would request that that be held until we have completed with the 
colonel and then put in the record. Will you withhold that informa- 
tion until we have completed, and then we will put it in the record at a 
later time. 

Colonel Hattauan. Very well, sir. 

Mr. Correr. The final decision was that Bailey was making a better 
box, is that right # 

Colonel Currir. I thought it was as good and in some points better. 

Mr. Correr. And so you permitted him to go back into production ¢ 

Colonel Currir. Yes, sir. 

Mr. Correr. And you were going to make a cost study to see if he was 
saving any amount of money by putting this moisture barrier bag in ¢ 

Colonel Currie. That is correct, I directed my chief of that branch 
to determine what amount, if any, we should reduce the contract price 
to effect any savings that had accrued to Mr. Bailey as a result of his 
having substituted the latex asp halt for the bag. 

Mr. Correr. And that was entirely independent of anything else? 
Of course when you had him stopped and you found that he had 
deleted this and you did not know about it and that he was also getting 
the advance payments you alre: acy testified to, you told your depart- 
ments to shake the thing down we 1] 2 ¢ 

Colonel Currie. Yes. 

Mr. Correr. And they must have examined the boxes quite thor- 
oughly at that time. 

Colonel Currie. I think they did. 

Mr. Corrrer. Did they come up with other deviations from the con- 
tract ? 

Colonel Currir. Yes. 

Mr. Corrrer. With substantial ones? 

Colonel Currir. I would like to have the deviations outlined by 
Mr. Beall. 

Mr. Correr. Was your feeling about it that they were major or 
minor ¢ 

Colonel Curritz. The majority of them were minor deviations. 

Mr. Correr. Or you wouldn’t let him go back into production ? 

Colonel Currie. And he was instructed to go back into production 
that he would hs ave to produce a box th: at comp lied strictly with the 
specifications, as modified by the agency as a result of our meeting on 
the Sth of June, at which time I told Mr. Simon that certain modific ‘a= 
tions had been made in the specifications and directed that inasmuch 
as we had demonstrated that to our complete satisfaction, that the 
asphalt latex barrier or adhesive which we prefer to call it now was 
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the method of construction of choice, I further directed that in addi- 
tion to modifying the specifications that we contact the Texas Trunk 
Co. and attempt to modify their contract to incorporate the latex 
asphalt also. 

Mr. Correr. In other words, you reached the stage where you said 
this is a better deal. 

Colonel Currie. I felt that very definitely. 

Mr. Correr. And that we will put this latex or this spray in 
instead of the metal barrier. 

Colonel Currir. Yes. 

Mr. Correr. And you tried to get Texas Trunk to go along? 

Colonel Curriz. Yes, that is right. 

Mr. Correr. And you changed your specifications accordingly, is 
that correct, Colonel Currie? 

Colonel Currtr. That is correct. 

Mr. Correr. When you changed your specifications, how much latex 
spray did you require that there be put on ¢ 

Colonel Currie. I will have to ask my specifications engineer to 
answer that. 

Mr. Corrrer. You call him a specifications engineer and I had al 
ways referred to Mr. Beall as an engineer and Mr. Simon as a writer. 
Is he an engineer also # 

Colonel Currir. Yes, sir; he is a technologist in the laboratory and 
passes on the quality of the items in the laboratory. He has nothing 
to do with the writing of specifications except on a consultant basis. 

Mr. Ikarp. And tests them ? 

Colonel Currie. He tests them and advises how they meet what 
these people write in. 

Mr. Correr. You were going to tell us the width of this latex spray. 

Mr. Simon. We specified at the time one-eighth-of-an-inch thick 
coating. 

Mr. Correr. How did you arrive at that thickness ? 

Mr. Suwon. That was an estimate which we reached at the time of 
the June 5 conference. 

Mr. Corrrer. You had made no tests? 

Mr. Stmon. No tests had been made. 

Mr. Correr. What happens when you put on one-eighth of an inch 

Mr. Suwon. As it turns out il is not feasible to try to use this thick- 
ness of coating because it would increase the dimensions of the con- 
tainer. 

Mr. Correr. You mean you could not get the insulation in if you 
put that thickness in ¢ 

Mr. Simon. That is right 

Mr. Correr. And also it would never dry? 

Mr. Srvon. Yes. 

Mr. Correr. And you depended on the whole thing for the adhesion 
for the corners of the insulation ? 

Mr. Stmon. This one eighth of-an-inch-thick coating applied to the 
insulation. 

Mr. Correr. If you ‘rowded the insulation it went every where, 
didn’t it? 

Mr. Stmon. Yes, sir: a later study indicated that the one-eighth 
inch coating was not the desirea thickness. 


? 
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Mr. Correr. Did you establish that that was as good a moisture- 
vapor barrier as the bag? Of course, you are not the expert on that, 
are you? 

Colonel Currie. Mr. Calamari is. 


FURTHER TESTIMONY OF JOSEPH A. CALAMARI, ASSISTANT CHIEF, 
MATERIAL STANDARDS DIVISION, ARMED SERVICES MEDICAL 
PROCUREMENT AGENCY 


Mr. Catamart. We did not establish that it is as good as aluminum 
foil when the aluminum foil is intact, but we came across evidence of 
holes in the foil, appearing in the barrier. These creases in the foil 
actually cause crevices which allow moisture to get through, so a bag 
with holes in it is a very poor barrier. 

Mr. Correr. Did you ever study the effect of the asphalt spray when 
it gets a little age on it : 

Mr. Cavamari. We artificially aged it and found no brittleness. 

Mr. Correr. Did you have a conversation with the General Account- 
ing Office in which you indicated that the barrier bag was superior to 
the asphalt latex spray ¢ 

Mr. Catamanrt. After the bag is attached. 

Mr. Correr. Did you also state that the pit holes in the bag would 
not make any difference? 

Mr. Catamart. No, if you have holes in the foil like this one here, 
that was one of the reasons we got away from the foil. 

Furthermore we had set up a project at Fort Totten based on a 
memorandum recommending to the chief of the agency that 2 inches 
of insulation is not adequate. We recommended the use of a moisture- 
vapor barrier. 

Mr. Correr. And when the Hollinger Corp. insisted that the Flint- 
kote was inferior, you insisted on the vapor foil bag? 

Mr. Catamart. In that same memorandum we recommended that 
a development project be set up for a blood box, and on the 20th of 
August 1951, the project was initiated. In that project we were in- 
structed to use paper fiber trunks with rockwool insulation. 

Mr. Correr. Is that the kind Bailey was making? 

Mr. Catamart. No, this is something entirely different, a cylindrical 
cont: siner. At that time we realized that moisture vapor would get 
into the rockwool and probably detract from the insulating proper- 
ties of it, but a box used solely for blood contains ice only for 2 or 3 
days, and during that period when the ice is in the container you 
vet the condensation in the insulation and you get the loss of insula- 
tion effectiveness. In the return cycle the box is empty, and the 
moisture and evaporation occurs and by the time you get it ready 
to use again it will be suitable for use as a blood-shipping container 
again. 

Mr. Rresitman. That is a theory that you are stating, but has it 
ever been worked out in practice 4 

Mr. Catamart. This is common practice. The styrofoam has the 
closed-off cells which makes it more difficult for the moisture to 
permeate. After 7 days at 90° Fahrenheit, about 95 percent relative 
humidity, the Bailey box was charged every day in a continuous run 
for 7 days, and those are the worst possible conditions as far as 
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the efficiency is concerned, and the box complied with the specification 
requirements. 

Mr. Correr. When was this done? 

Mr. Catamart. December. 

Mr. Correr. What year? 

Mr. Catamart. December last year. 

Mr. Correr. December 1953? 

Mr. Catamart. Yes, sir; that was the final proof of the pudding 
and we realized we would have to have it on paper to sew it up. 

Mr. Correr. Well, you could take any of these bags from the fac 
tory to the laboratory and give them all these te mperature tests and 
they ery follow up pretty well. 

Mr. AMART. What bags? 

Mr. C. orrer. The boxes, whether it was a Bailey or a Hollinger 
box. 

Mr. Cantamarr. You have got 3 inches of insulation. That is better 
than 2 inches. 

Mr. Corrrer. But these boxes were supposed to be used day in and 
day out if it was necessary and you are paying the price for a multiple- 
shipment box; is that correct ? 

Mr. Catamart. Yes, we are paying the price for a multiple-ship 
ment box, but in that time and at that time we did not know that 
the box was to be used for whole blood. It says insulated shipping 
container. 

Mr. Correr. What does that have to do with it? 

Mr. Catamart. Just this, that if the box is recharged and shipped 
back from the area where it is delivered, and if it is recharged with 
ice, you have a complete cycle of coming and going where there is 
ice in the box. When you have ice in the box that is the time that 
you condense water in the insulation. 

Mr. Currer. The real test of these boxes is a test of use and the 
throwing on and off of planes and trucks and the handling, and it is 
the box which is really made to stand up that is the one that after it 
has been used 6 months in all probability will be the one that will test 
out as against the one that the insulation has come loose on, is that 
correct ¢ 

Mr. Catamart. Yes. 

Mr. Correr. As an engineer, do you feel that this Flintkote product 
is an adequate adhesive for this insulation and that by its nature will 
stand the test of use and time ? 

Mr. CataMart. Yes, sir. 

Mr. Corrrer. You do? 

Mr. Catamart. Yes, sir. 

Mr. Correr. Do you know whether Flintkote sells this as a moisture 
vapor barrier ¢ 

Mr. Catamart. No. 

Mr. Corrrer. They sell it as an adhesive. 

Mr. CaLamart. Yes. 

Mr. Correr. What do they use it for primarily ? 

Mr. Catamart. Undercoating on automobiles. 

Mr. Correr. I thought it was to put down asphi alt tile. 

Mr. Catamart. There are various types. This type is used 
ement. This is the specification of the Flintkote that is used. 
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Colonel Currie. If you will examine that, these two boxes have been 
subjected to very severe inclination tests, and you can see how the 
Flintkote has maintained its quality. You might explain to the com- 
mittee the tests that have been made that were applied to those two 
boxes before we took them apart. 

Mr. Rreutman. Let us take them so that we understand what we 
ire talking about. This one is with the foil. 

Mr. Smirn. That is the Hollinger container with the moisture vapor 
barrier on the outside of the styrofoam. It is loose. 

Mr. Correr. There was no requirement for that, was there / 

Mr. Smiri. Yes, there was. So you can follow me without having 
to call me back, the one you have in your hand, on the edges you 
notice 1t. 

Mr. Ixarp. Did I understand you to say that there was something 
in the specification that said that this foil should be adhered ? 

Mr. SMITH. Closely adhered to the container. 

Mr. Ixarp. Was it a requirement that some adhesive be used or that 
it be a close fit ¢ 

Mr. Smiru. Lam strictly a packaging man, and for rough handling 
and knowing containers. 

Mr. Rirutman. We are at a point where we want to know about 
that. Let us find out whether it is specified to adhere to the box or 
not. 

Mr. Simon. The specification reads that the insulation shall be 
closely adherent to. 

Mr. Rreutman. That is something entirely different. 

Mr. Smrrn. And the box that you have on the left is put together 
in the corners with staples so that you can identify it as the Bailey 
container, and the other one is the Hollinger container with the 
Lacks, 

Those are corners cut from two containers that were tested. The 
tests were conducted at the package research laboratory at Rock 
away, N. J. 

Mr. Correr. Were you in charge of that? 

Mr. Smiryu. Packaging and rough handling. 

Mr. Corrrer. Of the tests? 

Mr. Smiru. Yes. 

Mr. Correr. Did you have the engineers there / 

Mr. Smiru. On the first day I was there myself. All we did was 
observe and told the engineers at the laboratory which tests we wanted 
condue ted. We had two series of tests conducted. Those two were 
conducted after each other. 

The containers were first subjected to the incline Impact test. which 
isa test to determine the strength of the edges of the box. 

Mr. Correr. How many boxes did you have, one of each? 

Mr. Smiru. We had 3 boxes, each manufactured by Bailey, and 
3 manufactured by Hollinger. 

Mr. Correr. Why not Texas Trunk? 

Mr. Smirnu. Texas was not in this matter. 

Mr. Correr. Neither was Hollinger. 

Mr. Smirn. Yes; it was. 

Mr. Correr. How was that ? 
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Mr. Smiru. I understood in the previous meeting that Hollinger 
made the statement that we accepted an inferior box. 

Mr. Correr. But when we tested, we tested all three. 

Mr. Smiru. I will be glad to test all three. 

Colonel Currie. We had plans to test the other one. But the boxes 
shipped to us were Hollinger and Bailey boxes. We are planning 
to test the other manufacturers’ boxes, but from our knowledge of 
the boxes it is a very sturdy and well-constructed box. 

Mr. Correr. Where did you get these specimens ¢ 

Colonel Currre. Those were shipped to us from the depot, I don’t 
know which depot. I could find out. 

Mr. Correr. When were they shipped ? 

Colonel Currtme. That I cannot answer. 

Mr. Smirn. These were in stock in Fort Totten, which had been 
previously shipped there some time and we took six at random. 

Mr. Correr. Hollinger did not produce any boxes this last go- 
around, so this must have been made prior to the June 1952 award. 

Colonel Currie. I believe this box is the box around which we 
wrote our specifications; is that correct ¢ 

Mr. Stmon. That is correct. 

Colonel Currie. For the 83-inch boxes that we made our first buy 
from the Texas Trunk Co. 

Mr. Correr. He first produced a 2-inch box and then you increased 
it and then you wrote a aamiatiod 

Colonel Currte. Yes; and we wrote the specification on the 3-inch 
box that Hollinger was producing, and I think that is the contract 
on which we used the samples. 

Mr. Correr. When you took this box apart did you find that the 
Bailey Co. had kept his inside liner in by cutting little punch flanges 
and jabbing them into the styrofoam ¢ Is anybody who conducted 
those tests here ? 

Mr. SmirH. With the second series of tests: yes. 

Mr. Corrrer. Who? 

Mr. Smrru. Mr. Simon was with me. 

Mr. Correr. Nobody who conducted the tests is here ? 

Mr. Smirn. Except myself. 

Colonel Curriz. I think Mr. Beall has seen the boxes destroyed in 
the laboratory. 

Mr. Correr. Have you noticed how Bailey keeps his aluminum in- 
side liner from staying against the wall? 

Mr. Brawn. I have not seen any with the prong. 

Mr. Correr. Do you find adhesion ? 

Mr. Beauty. I can recall tearing the aluminum with pliers before it 
came off the bottom of the box. 

Mr. Correr. How about the side walls? 

Mr. Beaty. They were not as difficult to remove. 

Mr. Correr. Who took the tests of samples at various depots that 
you made as a basis for defaulting the contract? Who made the per 
centage tests ¢ 

Colonel Harnatan. That was made by Colonel Sharp. 

Mr. Correr. Who is that? 

Colonel Hattanan. He is a representative of the agency who went 
out to the depot, and checked samples. 
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Mr. Correr. What kind of a deal was that? Did he have a team 
of experts with him? 

Colonel Hattanan. Yes, sir; I would prefer not to answer that 
quest ion. 

Mr. Corrrer. You have listed among the defects aluminum interior 
not properly cemented to insulation in 95.5 percent, which is practi- 
cally all of the boxes which are that way. I am wondering if that is 
consistent with some of the points you are making here? 

Colonel Currie. I don’t know, but we have a couple of boxes here. 

Mr. Correr. Do you have one of each ¢ 

Colonel Currtr. Yes. Before we show these boxes I would like to 
describe the tests to you, and we have subjected these boxes to those 
tests, very rigid tests in the package research laboratory. We have 
certificates to the test by the director of the laboratory. 

Mr. Ixarp. I wonder, for the sake of the record, if we may have 
these boxes identified as A and B, or No. 1 and 2, or some way so that 
we will know what we are talking about. 

Mr. Rrenuman. Yes. Who is going to give us the information ? 

Mr. Siru. I will identify them for you just exactly as it is in the 
test. The box manufactured by the Hollinger company is box E. 

Mr. Ixarp. That is the box on our right. That is the box with the 
trunk fabrication with trunk nails and this is fabricated with staples. 

Mr. Smiru. This box F is the one with the staples. 

Mr. Ikarp. What is that which is stenciled on the Bailey box? 

Mr. Srwon. It says, “Human blood. Handle with care.” 

Mr. Smiru. This indicates the number of falls which I will explain 
in a minute. I would like to tell you that the test was a revolving 
drum test and so that you might better understand that, this is a pho- 
tograph of it. It consists of a 14-foot drum and they call it a hexa- 
gonal drum, each section of the drum will throw the container in 
a different direction, or they will have a baffle, or it will have some 
intervals. 

That is to simulate the rough handling which any container might 
be subjected to in any trip. The tumblers are so arranged that it will 
hit all faces. You have no way of controlling this test. You put it in 
and you start your test. After these other tests, which I did not have a 
full chance to explain to you, those two boxes were tested on 1 day 
to test the strength of the edge of the box on the impact incline test. 
Every edge of the trunk was so situated that in coming down the ramp 
approximately 12 feet, which would be equal to a clear r fall of 25 inches 
slammed into a wall or a baffle which is the standard American Society 
for Testing Materials test, each edge of the box was subjected to the 
same test, after which those samples that you have there were given 
100 falls in a drum. 

In the results, both stood up very well. The main purpose of this 
test was to demonstrate that staples would hold just as readily as 
trunk nails, which the test has definitely proven. 

Mr. Ikarp. All these tests were made in December 1953? 

Mr. Smirn. No, this last week. In order to get some conclusive 
evidence we know that containers, no matter which we take, are good, 
rugged containers. Everybody agrees to that. I have been over- 
seas with them so I know what they will do pretty well. 

We wanted to see where the failure would occur. Therefore, this 
Hollinger trunk was placed in first and allowed to run to what we call 
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destruction or where we cannot use it any more. It revolved 755 times 
in the drum. ‘The complete report here on the 74th fall is slight rip 
in the seam in the top section. 

On the 176th fall one trunk tack came loose out of the hinge. 

On the 202d fall 1 trunk tack sheared off. 

At the 579th fall 2 hinges came loose from the trunk. 

On the 755th fall, failure, trunk tacks and hinges and hasps either 
came out or were sheared off. Cover was hanging free and tests could 
not be continued. 

These are all substantiated by photographs taken at different times. 

Mr. Ixarp. Who made the tests # 

Mr. Smiru. Package Research Laboratory, Rockaway, N. J. 

Mr. Ikarp. What was the date ¢ 

Mr. Smirn. That is all in the record. ‘These tests were made on 
February 18 and 19. 

Mr. Ikarv. February 18 and 19 of 1954? 

Mr. Smiru. That is right. 

Mr. Correr. Could we have a copy of those reports ¢ 

Mr. Smirn. Yes. 

Mr. Correr. Do you have them here? 

Mr. Smiru. Yes. After that test was completed, this container was 
set on one side. This other container was put in the drum. At the 
completion of 1,000 falls, this is the condition of the container. 

Mr. Correr. You mean this took more than that one? 

Mr. Smiru. Yes, we stopped after 1,000 falls, because we wanted to 
show as far as construction and the box is concerned that the main 
thing is that the only reason that this did not run as long was the 
hardware and the nature of secur ing the hardware. 

Mr. Rresi_Man. Does that box get any such usage as that ? 

Mr. Smiru. In one trip, no. 

Mr. Rrexi_man. Let us be very practical and not exaggerate on the 
usage that they get on 1 or 50 or 100 trips. Are they going to get that 
type of usage being thrown around in a revolving piece of equipment? 

Mr. Smirn. Yes, sir. 

Mr. Rren_man. In transportation ? 

Mr. Smirn. They will get various falls simulated by the test. 

Mr. Rreutman. When they are containing blood ? 

Mr. Smirn. If you will give me a chance. Not when they are con- 
taining blood, no. 

In my report I have stated that when containers are filled with blood 
that they receive preferential handling. However, when they are 
empty anything can happen. They are thrown any way at all, and 
I have made that notation within my report. 

Mr. Ixarv. Which is the box which had the 1,000 falls? 

Mr. Smiru. This is the box that went the 1,000 falls. 

Mr. Ikarp. Who made it? 

Mr. Smirn. Bailey Engineering. 

Colonel Currie. That is the box we claim is equal to and more eco- 
nomical than the box originally specified. 

Mr. Correr. Your conclusion was reached prior to the tests that 
were made that they were the superior box ? 

Colonel Currie. I ran this test knowing that we were to appear 
before the committee today and feeling very strongly as a result of my 
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conversation with you that you were not at all sure that staples were 
an effective w ay of putting a box together. 

My engineers had told me it was, and I could not discuss that point 
with you to your satisf: a unless I showed you an example of it. 

Mr. Correr. I am still at a loss as to what you are trying to prove. 
You have got the hinges of one trunk. Have you taken temperature 
tests of them ? 

Mr. Smirn. Yes. If you are finished with me, we will go on with 
the rest of the test. 

Mr. Ixarp. I know it may seem unnecessary to you, but as you go 
along, if you will tell us when you are speaking of a box, that this is 
the Bailev box or the Hollinger box, it makes the record clearer. 

It will be better if you identify it by name. 

Mr. Correr. I would like to ask one question at this point: Due to 
the recentness of these tests and due to our knowledge and the fact 
you knew there was some difference of opinion, | wonder why you 
didn’t invite some re presenti itive of the GAO to attend these tests? 

Colonel Currte. We didn’t have them. We ran these tests over the 
holiday weekend. These tests were run Thursday and Friday. 

Mr. Rrentman. This past week? 

Colonel Curr. Yes, sir. 

Mr. Rrenuman. Last Thursday.and Friday ? 

Colonel Curr. Yes, sir. 

Mr. Correr. We were available. 

Mr. Rrenuman. I am just a little bit interested, too, as chairman 
of the committee, as to exactly why we were not informed. I am 
sure Mr. Dow and the rest of the people here last week knew about it. 

Colonel Currin. These were run in New York, sir. 

Mr. Rreuntman. That doesn’t make any difference. It doesn’t make 
any difference if they were run in California. 

Colonel Currie. I would like to invite you up when we run the 
Hollinger test boxes, sir. 

Mr. Rreniman. I feel there is probably no question in our minds 
that these are proper. 

Colonel Currtr. Yes, sit 

Mr. Rrentman. There is no question about that. 

Colonel Currir. Yes, sir. 

Mr. Rreniman. But, after all, you knew we were very much inter- 
ested in this project ? 

Colonel Currtm. Yes, sit 

Mr. RrenimMan. And we were just a little apprehensive when we get 
these kind of quick plays pulled, and I am just a little disturbed that 
we were not informed about it. 

Color el C1 RRIF. In all Sel lousness, sir, and off the record, we are a 
little bit of a neophyte in dealing with you people, and we are doing 
the best we can, 

Mr. Rresiman. Off the record. 

(Off the record. ) 

Mr. Ikarp. Mr Chairman. 

Mr. Rizeutman. Mr. Ikard. 

Mr. Ikarp. Something that disturbs me no little about these things— 
and I am not addressing this to you, Colonel, but to everybody pres- 
ent—is this: I think all of us, if we had been right fair about it, would 
realize there was something wrong with this procurement. 
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I am not inferring one bit there was any dishonesty or anything at 
all. In fact, 1 am inclined to think there wasn’t. 

I do think somewhere along the line there was a failure of a system. 
Personally, I am inclined to think it was possibly in the inspection, 
as you probably gathered, but that is just one man’s opinion. 

Colonel Currie. I am not covering up. 

Mr. Ikarp. But whatever it is you people are in a lot better position 
to evaluate it initially than we are. 

So, to supplement what the chairman said, I think we could all save 
a lot of time—and this committee is not out to get any individual, to 
embarrass any person, to ruin anybody’s career, or anything of that 
sort. We never have, and I don’t think, knowing the members of the 
committee as I do, and the staff, that any one of them would con- 
sciously do that; but I do think where there is along the line some 
place maybe a failure of a system that we could save a lot of time if 
people would say to us, “Yes; it broke down here.” Then maybe we 
could work with you and help patch up the holes to the point where 
it wouldn’t occur again. 

That is our only mission. We are not looking for scapegoats like 
some people that we read a lot about, but we are trying to improve a 
system and we are trying to help you people do a better job; and I 
think, by and large, when we approach it, everybody, from that angle, 
we are apt to accomplish a lot more. 

Excuse me. I didn’t mean to belabor the point. 

Mr. Rreutman. Thank you very much. 

Now we will move along. 

Mr. Correr. Let’s get back to this box. 

You did take a temperature test on the Bailey box; is that right? 

Colonel Currie. Yes, sir; after the thousand—— 

Mr. Correr. You didn’t take one on the Hollinger box? 

Colonel Currtr. No, sir. The reason, Mr. Cotter, we didn’t, is that 
the hinges had come loose from the hasp and you couldn’t run the test. 

Mr. Correr. Wouldn’t the weight have supported it? 

Colonel Currtr. No; it wouldn’t. 

Mr. Correr. The cushion ¢ 

Colonel Currte. No, sir. 

Mr. Correr. It has to be locked in ? 

Colonel Currie. I want to be objective about this, and we are not 
trying to castigate this box. Iam just trying to show you the improve- 
ments we have made over the specification box, which have given us 
a better box. 

Mr. Correr. The only thing you have really proved there, isn’t it, 
Colonel, is that box has got a better hinge ? 

Colonel Currm. Yes, sir; a better hinge. 

Mr. Correr. That is all you have proven ? 

Colonel Currier. It has better hinges and hasp. That is all we have 
proven. 

Mr. Correr. After this much tumbling 

Colonel Currie. They’re both good boxes. : 

Mr. Correr (continuing). That box passed the temperature test? 

Colonel Currre. That’s right. 

Mr. Correr. Is that correct / 

Colonel Currie. That’s right. 

Mr. Correr. Was the same equipment used in the test as—— 
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Colonel Currie. Yes, sir; the same equipment. 

Mr. Correr. You used the same equipment ¢ 

Colonel Currin. And the same personnel. 

Mr. Correr. You mean the can was still good after a thousand 
tumbles ¢ 

Mr. Smiru. It tumbled simultaneously in the same drum. One was 
stopped when that—— 

Mr. Correr. When you made your temperature test, was your tin 
can drilled full of holes, and so forth ¢ 

Mr. Smiru. No; I didn’t conduct the temperature test. They were 
conducted by Mr. Calamari. 

Mr. Corrrer. Mr. Calamari ? 

Mr. Smiru. Yes. 

Mr. Correr. All right. Then we have this information. 

Now, on this cost study, we were at the stage where you put Bailey 
back into production and said you felt this was just a lot of misunder- 
standing, but shortly after that the Navy 

Colonel Curriz. May I add one thing, sir? 

Mr. Correr. Yes. 

Colonel Currie. I, personally, served notice on Mr. Bailey, and his 
counsel, and the very fine friend who saw fit to come to the agency with 
him, who was a very distinguished man, that he was going to hate an 
opportunity to produce these boxes, but he must produce them strictly 
in accordance with the specific ation as modified, and I gave him that 
opportunity. 

Mr. Rreuitman. Would it be betraying any confidence if you told us 
who the distinguished man was ? 

Colonel Currie. Mr. Tuohy was his name, and I understand he was 
a former Member of Congress and well thought of in his community ; 

but Tuohy sat there when I told Mr. Bailey he had to comply with 
these specifications. To be brief, we confirmed that in writing to him. 

Mr. RreuitmMan. Do you have any more questions ? 

Mr. Correr. I have a few more. 

Mr. Rreniman. All right. 

Mr. Corrrr. Let’s be brief on this because we have other testimony, 
Colonel. 

Colonel Currim. I sure will. 

Mr. Corrrr. After they got back in production, you also issued an 
ultimatum, I guess, to the Navy Inspection. Anyway, they found a 
lot of fault with the box then; is that correct? 

Colonel Currte. I don’t 

Mr. Correr. After putting them back in June and July, weren’t you 
going to stop them again because of three main defects that you found, 
and din’t you enter into an agreement ? 

Didn't he submit an offer to you he would reduce the price on a 
4,500 batch he was putting through by $3? 

Colonel Currim. That is before, I think, we put him back in produc- 
tion. 

I would like to ask Colonel Brown if he would—— 

Mr. Correr. That is not my recollection. 

Colonel Currtr. What was the date that he submitted the bid on the 
29 700? 

Colonel Brown. 








That was the 9th of July. 
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Colonel Curriz. The 9th of July? 

Colonel Brown. Yes. 

Colonel Currie. On the 9th of July he advised us that he had a cer- 
tain number of boxes that had certain deviations from the specifica- 
tion and he would give us a $3 reduction in those boxes. We inspected 
those boxes and accepted them at the $3 reduction, with the under- 
standing that we would still consider on those boxes the other defects 
that we had. 

Mr. Corrrer. On what boxes? 

Colonel Currte. The quantity that he advised us that had certain 
deviations that he offered us a $3 reduction. 

Mr. Correrr. Actually, he made nearly 18,000 boxes before you 
caught these deviations; is that correct, sir? 

Colonel Currie. I'll get a contract card and give you all the facts 
on it. 

Mr. Correr. Approximately. You are quite familiar with it, aren’t 
you, Colonel ? 

Colonel Currtr. We have a lot of contracts, sir. We have 18,000 
contracts, 

Mr. Correr. Yes, but you have been spending quite a bit of time 
on this, too. 

Colonel Currie. He shipped 21,644 boxes. 

Mr. Correr. No; I asked you whether he had made nearly 18,000 
before you caught these deviations before your visit of April 30. 

It was seventeen thousand-some-odd hundred. 

Colonel Brown. That is correct. It approximated 18,000. 

Mr. Correr. Right. 

Then subsequent to that he only delivered about 2,700; isn’t that 
correct ? 

Colonel Currie. That was 2,700 that he offered to let us have with a 
$3 reduction because of some variations, and those were boxes that 
were cut up and in process at the time we stopped his production. 

Mr. Correr. He had gone back into production again—— 

Colonel Currie. He offered us—— 

Mr. Correr (continuing). Before you caught these additional 
deviations? 

Colonel Currier. No, sir; no, sir. These 2,700 boxes were in process 
when we stopped production. Subsequently he offered us a $3 reduc- 
tion in those boxes if we would take them, with a proviso that on any 
other reductions that we placed on his total contract it would be re- 
fiected in those 2,700 boxes, and we ultimately paid him $27.25 for that 
2,700 boxes. 

Mr. Correr. You let him go back into production in June, didn’t 
you, Colonel ? 

Colonel Currtr. Yes, sir. 

Mr. Correr. Didn’t you stop—— 

Colonel Currre. And he produced 

Mr. Corrrer. Then you were going to stop him again, and he made 
this offer to you? 

Colonel Currme. No; he never produced a box. 

Mr. Corrrr. But he was producing them ? 

Colonel Currie. He didn’t cut up any more material to produce 
any more boxes. 
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Mr. Correr. But you let him go back into production. 

Colonel Currie. I authorized him to go back into production; that 
is correct. 

Mr. Correr. And he went back into production / 

Colonel Currte. He completed the boxes that were in process. 

Mr. Correr. Yes. 

Colonel Currie. That is going back into production, but he didn’t 
chop up any more lumber. 

Mr. Correr. I didn’t say that he went back into production and 
produced a certain amount more than—— 

Colonel Currir. I terminated his contract. 

Mr. Correr. You didn’t terminate it until some time later, did you? 

Colonel Currig. No. 

Mr. Correr. You didn’t terminate the contract until sometime 

Colonel Currie. That’s right. 

Mr. Correr. And you made this deal on 2,700 boxes for $3 ? 

Colonel Currier. That’s right. 

Mr. Correr. In July ? 

Colonel Currtr. That’s right, but that is all he ever shipped. That’s 
all he ever shipped. The man had a total collapse and—— 

Mr. Correr. Can you rationalize you were so high on this changed 
conception that he had given to the box, that of the 17,000 produced 
in this manner he had really done, surreptitiously, at least without 
your knowledge—— 

Colonel Curriz. That is something you and I have never agreed 
on, surreptitiousness. You and I disagreed on that on the telephone. 

Mr. Correr. You didn’t know it ? 

Colonel Currie. I didn’t know it. 

Mr. Correr. And he had submitted to you a different type of sample, 
both a preproduction, a production sample? 

Colonel Currie. That’s true. 

Mr. Correr. You had never seen the boxes he was producing ? 

Colonel Currier. That is correct. 

Mr. Correr. You were completely in the dark the way he was doing 
1t—— 

Colonel Currie. No, sir; I wasn’t completely in the dark. 

Mr. Correr (continuing). And the only boxes you looked at were 
some samples that were sent in; isn’t that correct, at the time you 
stopped production ? 

Colonel Currtr. I looked at samples 

Which time are you talking about ? 

Mr. Correr. The April 30 time. 

Colonel Currtr. We selected our own samples. 

Mr. Correr. But they were just samples? 

Colonel Currte. That’s right. 

Mr. Correr. They weren’t the whole 17,000? 

Colonel Curr. That’s right. 

Mr. Correr. And you conceived this superiority of this latex spray 
just on the basis of those samples? 

Colonel Currm. And on the basis of information that we had 
developed in the laboratory, in the research and development proj- 
ect for a better blood-shipping container. 
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Mr. Correr. On the cost analysis, on the differential between the 
latex method and the insertion of the barrier bag, what did you 
come up with as a differential ? 

Colonel Currie. Around 67 cents, wasn’t it ? 

Colonel Brown. Sixty-nine. 

Mr. Correr. Sixty-seven cents? 

Colonel Currin. Sixty-nine. 

Mr. Correr. Sixty-nine cents. 

Do you think that is typical of the accuracy of your studies with 
respect to that cost study, Colonel ? 

Colonel Currie. I can only say we verified that by inviting the 
assistance of the Army Audit Agency, which assisted us. 

Mr. Correr. Do you know what the Army Audit Agency had 
to say‘ 

Colonel Currie. We have their report. 

Mr. Correr. Do you know what the report said? 

Colonel Curr. I haven't studied it. 

Mr. Correr. Do you know the substance of it ? 

Can we have that entered in the record ¢ 

Colonel Currie. Commander Crain, you have that report, don’t 
you? 

Mr. Rren_tMan. What does it show ¢ 

Mr. Corrrer. As I read it, it shows that the facts are based on 
hearsay information. 

Colonel Currie. We don’t agree with that. 

Mr. Correr. It says nothing. 

Colonel Currin. Well, the Audit Agency— 

Commander Crain. We didn’t agree with the Army Audit Agency 
at all, as to the barrier material. 

Colonel Currie. Give them what you established, will you? 

Commander Crain. On the cost of the material for the barrier 
bag—— 

Mr. Correr. We are going to submit those records. 

You say there is a differential of 68 cents? 

Colonel Currir. Sixty-nine cents. 

Mr. Correr. Sixty-nine. I am sorry. 

Colonel Curriz. Sixty-nine. 

Mr. Correr. Those exhibits are submitted, and they speak for 
themselves. 

Were you just going into how you arrived at it ? 

Commander Crain. Yes, sir. 

Mr. Correr. I don’t think we have time to do that. 

Mr. Rirniman, | don’t think that is necessary. 

Colonel Currir. I used the best facilities we had available, Mr. 
Chairman. 

Mr. Correr. I would like to take up one maiter with you. 

This box here is a relatively simple box, is it not? It has the wood, 
and then the spray barrier, and then the spray barrier here, and your 
aluminum liner. That is it, isn’t it? 

Commander Crain. I believe so; yes. 

Mr. Corrrer. The way the Texas Trunk Co. made their box—they 
had the outside the same; then they had this scrim, this metal foil 
bag; is that right? 
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Colonel Currir. That’s right. 

Mr. Correr. And then they had to paste that to the wood, on this 
side, and then they had to paste it here on this side. So there are 
two operations there; isn’t that right ! 

Did you allow for those two operations in your study of the materia] 
that went into this operation ¢ 

Commander Crain. Yes, sir. 

Mr. Correr. You did? 

Commander Crain. Yes, sir. 

Mr. Correr. Will you show it to us? 

Then you come to the inside, and you had your interior bag and you 
had two operations. So you have 4; and then the lid, whic h is 6. 

You have just twice as many sealing operations on this bag and 
twice the surfact to cover with your sealing as you do in this simple 
box; and yet, as I read your cost study, you took Bailey’s figures of 
his bill of seth to arrive at your cost of the material that went 

nto here, and you gave no credit at all for the material for double 
the surface and the work that went into here, 

Colonel Currir. I don’t agree with you, sir. 

Mr. Corrrer. Let’s see where I am wrong. Point it out. 

Mr. Rienitman. Do you have that information, Colonel ? 

Colonel Currier. ogee eroonery has it available, sir. 

Commander Crain. The Army Audit Agency in their report, in 
going over Bailey's cost submission, said the latex-spray method- 
Bail ley said Z had labor of 67.41 cents. 

Mr. Correr. Bailey said so? 

Commander Crain. That’s right. 

Mr. Correr. Bailey has no cost figures. You took that—— 

Commander Crain. No, sir; the Army Audit Agency went ove 
there and determined the labor was 61.5. 

Mr. Corrrer. They made an independent—— 

Commander Crain. Yes, sir. 

Mr. Correr. What did they use for reference / 

Commander Cratn. They went over to Bailey’s and went through 
his records, 

Mr. Corrrer. He didn’t have any cost records? 

Commander Crain. He had no cost records; no, sir. 

Colonel Currtr. May I ask you, Do you or the GAO have any 
information that would refute this? I requested the GAO to afford 
me any cost information or other information that was germane. 

Mr. Correr. I don’t think it needs— 

Colonel Currie. Well, the point 1S- 

Mr. Correr. Well, you just have to look at your figures, Colonel. 

Colonel Currie. What information do you have? 

Mr. Correr. Let’s take your—— 

Colonel Currre. What information do you have to question these 
figures ? 

Mr. Correr. Let’s take your— 

Colonel Currir. If we develop the best we can, the best information 
we can, and use the Army Audit Ageney—— 

Mr. Correr. Let’s 

Colonel Currizr. What information have you got that would enable 
you to question my figures ? 

Mr. Correr. Will you hear me? 
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Colonel Currie. Yes. 

Mr. Correr. On your memorandum of September 8, you come down 
here with barrier bags, material, $2.02; you put against that the ma- 
terial latex spray 79 cents. 

Now, you know and I know that these bags cost Texas Trunk Co. 
$3.25, on all they bought of them, and when they finally brought over 
the supplier’s machinery and they, themselves, went into production 
they were costing $3.. Why are you putting down $2 then ? 

Colonel Currie. Because we based our information on more than 
Texas Trunk Co. We went to the Quartermaster and other sources 
for cost on these bags, Mr. Cotter. 

Mr. Rrentman. Does the Quartermaster buy these bags? 

Colonel Currtr. They do. 

Commander Crarn. Cost of material. 

Colonel Currir. Then the cost of material and the cost of 
fabricating. 

Mr. Correr. Bailey testified before our committee it cost $2.84 
bag, and yet you ignored that and you ignored the Texas Trunk Co. 
figures. 

That is why I think we have some basis for criticizing this. 

Colonel Currie. Bailey didn’t know what he was testifying before 
the committee. The man testified he shipped those containers in the 
barrier bag, the containers with the barrier bag in them, and he didn’t 
ship them. He was confused. 

Mr. Correr. You weren't here. 

Colonel Currir. I read his testimony—— 

Mr. Correr. You weren’t here. 

Colonel Currie. I read his testimony very carefully. 

Mr. Corrrer. And I assure you the committee that is here is in a 
better position to judge. 

Now, as against material on your metal-foil bag here, you have this 
spray material of 79 cents. Where is your spray material on the 
barrier bag deal? 

You have twice the operations as I have just pointed out. Where 
is your spray material over there? 

Colonel Currie. Well, Mr. Cotter, I can only tell you one thing. 

Mr. Corrrer. Are you looking at 

Colonel Currie. I am looking at the cost. 

Mr. Correr. Well, look at the memorandum of September 8 here. 

Colonel Currie. I extracted this from that. 

Mr. Corrrr. Here is how they set it up. 

Colonel Currie. Well, we allowed, as a cost for the moisture-proof 
bags, considering labor, overhead, and general overhead, $2.43. 

Mr. Correr. But you didn’t put in anything for adhesive material. 
You have to use adhesive material in the vapor-barrier construction. 

You have to use twice as much of it. 

Isn’t that right, Commander Crain? 

Commander Crain. No, sir. 

Mr. CaLaMarti. Just once. 

Commander Crain. The adhesive material in that is not near as 
much as has to go on the vapor barrier. 

Mr. Correr. But you haven’t added any, sir, and you will find there 
is not much in those boxes of Bailey’s, according to your reports. 
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Colonel Currie. Well, you have a point there. 

Mr. Correr. I think we do. 

Colonel Currie. I think you do, too. 

Mr. Correr. Those are all the questions I would like to ask at this 
time of these gentlemen, but I would like to have the Texas Trunk 
representative, Mr. Arlitt, as a witness. 

Mr. Rreutman. Is Mr. Arlitt present? 

Mr. W. H. Artuirr, Jr. Yes, sir. 

Colonel Currie. Thank you very much, Mr. Chairman. 

Mr. RieuiMan. Yes, sir. Thank you, Colonel. 

Have you been sworn ? 

Mr. W. H. Aruirr, Jr. I have not, sir. 

Mr. RrenuMan. Do you solemnly swear that the testimony you give 
before this committee will be the truth, the whole truth and nothing 
but the truth, so help you God ? 

Mr. W. H. Aruirr, Jr. I do. 

Mr. Rrentman. Would you be seated ¢ 

Mr. W.H. Aruirr, Jr. Sir, I would like to point out that my father, 
who is the president of the corporation, was not subpenaed, but he is 
here. 

Mr. RrenimMan. If you would like to bring him up here, we would 
be very happy to have him. 

Mr. W. H. Aruirr, Jr. I would like to have him with me, if I may. 

Mr. Correr. Do you want to state your full name for the record, 
Mr. Arlitt? 

Mr. RizutMan. Maybe we better have Mr. Arlitt, Sr., sworn. 

Do you solemnly swear that the testimony you give before this com- 
mittee will be the truth, the whole truth and nothing but the truth, so 
help you God? 


Mr. W. H. Artuirtt, Sr. I do. 


TESTIMONY OF W. H. ARLITT, JR., VICE PRESIDENT AND GENERAL 
MANAGER, TEXAS TRUNK CO., INC., ACCOMPANIED BY W. H. 
ARLITT, SR., PRESIDENT, TEXAS TRUNK CO., INC. 


Mr. Correr. Will both of you gentlemen state your full names and 
positions with this Texas Trunk Co. ? 

Mr. W. H. Aruirr, Sr. W. H. Arlitt, Sr., president, principal 
stockholder. 

Mr. Correr. And you are W. H. Arlitt, Jr.; is that it, sir? 

Mr. W. H. Aruirt, Jr. Yes, sir; my name is William H. Arlitt, Jr. 
I am vice president and general manager. 

Mr. Correr. Mr, Arlitt, Jr., you were awarded a contract in June, 
I think, of 1952 for blood-shipping containers ? 

Mr. Aruirr, Jr., That is correct, sir. 

Mr. Correr. And that was the same specification with respect to the 
contracts which were awarded to the Bailey Co. 

Mr. Aruirr, Jr. It was a purchase description. 

Mr. Correr. Purchase description. 

You had had previous business with the Government? 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. A substantial number of contracts? 

Mr. Aruirt, Jr. Yes, sir. 
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Mr. Correr. And you are a sizable company ? 

Mr. Aruitr, Jr. Yes, sir. 

Mr. Correr. Your main line is manufacturing trunks? 

Mr. Aruirr, Jr. That’s right, sir. 

Mr. Correr. What was your bid on this June 1952 contract ? 

Mr. Aruirt, Jr. The amount that we bid, sir? 

Mr. Correr. Yes. 

Mr. Arurrr, Jr. There were two prices involved. Well, actually, 
there were several prices involved. We bid a price of $33.88 each as 
i base pri 

Mr. Correr. Then you had an overseas bag ? 

Mr. Aruirr, Jr. Yes; then in addition to that there was an overseas 
bag required, which was sli rhtly higher, and then also some of the 
components required delivery, where we were to pay the transporta- 
tion and the freight cost was added. 

Mr. Correr. But $38.88 was your base bid ? 

Mr. Aruirr, Jr. That is correct, sir. 

Mr. Correr. These were made ona purchase description ? 

Mr. Aruirr, Jr. Yes. sir 

Mr. Correr. Was your purchase description in your opinion 
adequate ¢ 

Mr. Aruirr, Jr. No; it wasn’t as specific as we would have preferred 
it. There were several questions that we had as to just exactly what 
was intended 

One was just brought up here a moment ago, on the matter of 
whether or not the barrier bag had to be glued to the inside of the con- 
tainer. In other words, we had a little trouble deciding what “closely 
adherent” meant. Tlowever, we did elect to glue it, and we did 
all of our boxes elue the barrier bag to the inside of the container. 

Mr. Correr. You mean your first barrier bag? 

Mr. Aruirr, Jr. Yes, sir 

Mr. Correr. You had to furnish a preproduction sample, did you ? 

Mr. Aruirt, Jr. Yes, sir: we did. 

Mr. Correr. Did you have to furnish also components to the 
product ? 

Mr. Aruirr, Jr. Yes, sir; we submitted—I don’t cn er exactly 
now what the requirements were or what samples were to be sub- 
mitted. 

I know as a matter of policy on Government work, where subcon- 
tractors are VOR, we normally like to get their component ap- 
proved by the buying agency hefore we turn them loose on production. 

Mr. Correr. Did you hear the t testimony here by a neevioan gentle- 
man with respect to ~_ hpi and this bolt that was substituted ? 

Mr. Aruirr, Jr. Yes, s 

Mr. Correr. Would you ‘dele to your file and read what you wrote 
the agency on that matter and what reply you received 4 

Mr. Aruitr, Jr. As my memory str ikes me, it seems to me we had 
correspondence in October on that matter. 

Mr. Rrewsi_man. October when, Mr. Arlitt? 

Mr. Aruirt, Jr. Fifty-two, sir. 

Your question was specifically referring to the—— 


3707—54 17 
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Mr. Correr. You asked them, as I recall—I saw a letter in your 
file whereby you asked them for permission to make three changes. 
One was going to cost you money, and that one was granted. 

Mr. Aruirr, Jr. Yes, sir; there were several changes involved. One, 
we felt that the attachment of the hardware 

Mr. Correr. Do you have a specific letter in July or August of 
1952? 

Mr. Aruirr, Jr. Let me see. 

Mr. Correr. It may have been as early as—- 

Mr. Aruitt, Jr. [hate to take time. It is so late. 

On the 29th of July we had correspondence concerning the method 
of fabrication of the rubber gasket and the lid, and also the wire rack 
and vulcanized fiber involved. 

Do you have the exact date, sir ? 

Mr. Correr. | have it here somewhere, but I can’t find it. 

Did you have any difficulty in getting your production models and 
your preproduction models approved ¢ 

Mr. Aruirr, Jr. We felt there had been undue delay in getting a re- 
port from the agency on the preproduction sample; yes, sir. 

Mr. Ixarp. How long did it take you to get that ? 

Mr. Artirr, JR. I tried to tie that down specifically, Mr. Ikard. I 
didn’t bring the actual shipping information with me. My memory 
tells me it was something in excess of 6 weeks. 

In my file I know that we had a preproduction sample tested at the 
Southwest Research Institute in San Antonio in early October. I 
have a copy of their report here, and we did not receive a release from 
the agency until some time in December okaying our preproduction 
sample with certain deviations they pointed out. 

It was approximately 6 weeks, sir, I would say. 

Mr. Correr. Then they required you to submit a production sample, 
is that correct ? 

Mr. W. H. Aruirr, Jr. Yes, sir. We were required to submit a pro- 
duction sample, and for a period of time were required to submit a 
sample out of every 2,000. 

Mr. Correr. Tothe agency in New York? 

Mr. AruittT, Jr. Yes, sir; it went in for laboratory analysis. 

Mr. Correr. At whose instructions did you do that—the agency in 
New York or your local inspector ? 

Mr. Aruirr, Jr. It is my belief, sir—I have it in the file, but as I 
recall those instructions came from the agency in New York through 
the Navy Inspection Office in Houston. 

Mr. Correr. Were you held up somewhat on your production 
model ? 

Mr. Aruitr, Jr. A matter of a couple of weeks. 

Mr. Corrter. Is that all? 

Mr. ArtuittT, Jr. Yes, sir. 

However, there was another holdup there before we were allowed to 
go into produc tion, and that is the manner of assembly of the wire 
rack was questioned, and that entailed another couple of weeks delay, 
as I recall. 

Mr. Correr. Did you learn early in 1953 anything about the way 
Bailey was making his box ? 
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Mr. Aruirr, Jr. Yes, sir. We had information of various natures 
that we couldn’t completely pin down. It was primarily telephone 
conversations with suppliers, and what have you. 

First of all, we found that Mr. Bailey had gone into production in 
January and we hadn’t yet been released, and that concerned us no 
end. We didn’t like that from a standpoint of pride as well as 
economics, 

We had also heard that certain deviations were existent in his box. 
We heard about the lack of the barrier. 

Mr. Correr. What did you do when you heard that ? 

Mr. Aruirr, Jr. We retained a representative in New York to repre- 
sent us on all matters of business, and I discussed this and several 
other points with him by phone and asked that he contact personnel 
at the depot to find out whether or not deviations were being author- 
ized and, if they were, what they were—in other words, what were 
the conditions. Was there a price consideration as well—in other 
words, just what was happening in respect to the other contract. 

Mr. Correr. Did he report back to you ¢ 

Mr. Aruirr, Jr. Yes, sir. We talked about it a number of times. 
Mr. Corrrer. On the phone ? 

Mr. Aruitt, Jr. Yes, sir. 

Mr. Correr. He said he was calling these indications of devia- 
ms to the attention of the representatives in the New York agency 4 
Mr. Aruirr, Jr. Yes,sir. He discussed it with several people there. 
Mr. Correr. Did he mention any names ¢ 

Mr. Aruitr, Jr. Yes, sir. I know he discussed it with Miss Carney, 
who was the buyer, and I’m almost certain that he discussed it with 
Lieutenant Ketcham. 

Mr. Correr. Anybody else? 

Mr. Aruitrr, Jr. And I believe there was a gentleman—no; I think 
he limited it to—in other words, there was the contracting oflicer and 
the buyer, and that is to whom we went with our problem. 

Mr. Correr. Did he write you or make some reference to these 
previous conversations on March 27% 

Mr. Aruirr, Jr. Yes, sir; he did. 

Mr. Correr. Do you have a copy of that letter there / 

Mr. Aruitr, JR. Yes, sir. 

Mr. Correr. That is March 27, 1953. 

Mr. Aruitt, Jr. Yes. 

Mr. Correr. Would you read the pertinent portions with respect 
to that phase of it ¢ 

Mr. W. H. Aruirt, Jr. Yes. 

It is 1953, I believe, is it not, sir? 

Mr. Correr. March 27, 1953. 

Mr. Aruitt, Jr. Yes, sir; I have it here. 

I have a letter dated the 27th of March 1953, addressed to me. It 
says: 


t 


Dear Bit: I checked further with the medical regarding our conversation 
about the rumor that Bailey Engineering is making the blood box without the 
barrier bags. 

I asked Lieutenant Ketcham if Bailey was given a deviation to make the blood 
box using a sprayed material in lieu of the barriers, and he stated that they 
were making the box in accordance with the specifications and that their samples 
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were approved by the lab. He did state that they were allowed to use staples 
in lieu of tacks on the binding. 

Mr. Corrrer. Have you had a chance to examine these two boxes 
here behind you? 

Mr. Aruirt, Jr. No, sir. 

Mr. Rreuiman. This gentleman who wrote you this letter is your 
representative in New York? 

Mr. Aruitrr, Jr. Yes, sir. 

Mr. RreutmMan. Would you give us his name? 

Mr. Aruirr, Jr. O. R. Elder. His address is 855 Sixth Avenue. 

Mr. Rrentman. He is employed by your company ? 

Mr. Aruirr, Jr. Yes, sir. 

Mr. RreuiMan. He is a salaried employee ? 

Mr. Arurrr, Jr. Yes, sir; he is a manufacturer’s representative. 

Mr. Rren_mMan. A manufacturer’s representative ? 

Mr. Aruirr, Jr. Yes, sir. 

I have not examined these boxes to any extent; no, sir. 

Mr. Correr. We don’t have a sample of your box here. 

Did you have some trouble with this adhesive that you were using ? 

Mr. Aruirt, Jr. Yes,sir. In January after our preproduction sam- 
ple was approved, we, of course, were very interested in going into 
production, and we did on the 5th of January. 

The initial run of boxes was not satisfactory. In other words, we 
put together, as I recall, approximately 130 units—that is what was 
in the first shipment—and then, rather than ship it cold, we went in 
and started tearing our work apart. 

We took several of the trunks and examined them, and we found 
that the adhesive that we had been using had had a very bad effect 
on the Styrofoam insulation. The fact of the matter is it caused the 
material to erode. In fact, I, personally, pulled the liner out, the 
aluminum liner out, of them and you could stick your hand all the 
way through the joints. It was absolutely unsatisfactory. 

Then we went to a water-base adhesive, since that was the recom- 
mendation of the Styrofoam people, that is, the Dow Chemical Co. 

Mr. Correr. Is that the Flintkote product? 

Mr. Aruitr, Jr. We did use a Flintkote—— 

Mr. Correr. 749? 

Mr. Aruirr, Jr. Initially we used 749; yes. 

Mr. Correr. Is that the one you understood Bailey was using? 

Mr. Arnirr, Jr. Yes, sir: I received information, confidential infor- 
mation, Flintkote was selling him that adhesive. So, that is what we 
tried to use, sir. 

Mr. Correr. Could you get an adhesion with this 749 between your 
inside scrim bag and your aluminum liner ? 

Mr. Arurrr, Jr. The scrim bag and aluminum liner was not a sat- 
isfactory liner, nor could we get a satisfactory glue line on the rubber 
gasket on the top of the box. 

Mr. Correr. With the Fintkote? 

Mr. Aruitt, Jr. No, sir. 

Mr. Correr. You worked this out with the Sonthwest Research 
Institute Laboratory ¢ 

Mr. Aruirr, Jr. Yes,sir. Wecalled in representatives of the South- 
west Research Laboratory. We had been working with them on this 
problem several months. In fact, we had a conference with them, 
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which you attended, and we also discussed the problem with the rep- 
resentative of the Reynolds Aluminum Co., and also of the Flintkote 
Co. 

Mr. Correr. As a result of these tests, and so forth, did you change 
to another type of adhesive for this liner, for the aluminum liner ¢ 

Mr. Aruirt, Jr. Yes, sir. 

If I may, I would like to go just a little bit in detail as to what our 
experience was on that. 

Mr. Correr. Why don’t you develop that ? 

Mr. Aruirr, Jr. Gentlemen, the problem, at least as we saw it, was 
this: Styrefoam is a petroleum derivative. It is an expanded polysty- 
rene and, as such, is readily attacked by solvents of a petroleum type, 
esters, and so forth. 

It is necessary when you use an adhesive of that type that the joints 
be left open fora long enough period of time, that is, the Styrofoam 
joints be left open for a long enough period of time, for the solvent 
to virtually evaporate and then the joint put together. 

That was the mistake made on the first 130. We put them together 
so quickly part of the solvent was still in the glue and it attacked 
the Styrofoam and actually caused it to evaporate or disappear. 

However, our next step, then, was to use the water-base adhesive, 
noc se the water will not attack Styrofoam. In fact, Styrofoam is 
used in Navy lifesaving material as a buoyancy materi: ul because it 
is virtu: sally impervious to moisture. 

However, on our first production run we determined we could not 
get a satisfactory glue line where the aluminum was glued to the 
barrier and also at the joints where it overlapped to itself; also where 
the rubber gasket is glued around the top. In other words, the water 
proof glue for us, at least, would not do a satisfactory job, and the 
naval inspector that we had, believe me, looked at everything we made 
and he wasn’t about to take it. 

I tried to talk him into a little bit of it at one point, and I didn’t 
get anywhere, believe me. 

You would not get a continuous type bind. You would get some 
adhesion, but particularly on the 1 tibber gasket on the —- “if you 
tugged several times, she would start coming up; she would stic ‘k in 
spots and maybe tear little holes in the surface of the rubber, but you 
did not have continuous adhesion. 

So, we took this problem up, as I say, with these various people. 
They told us this: That 1n their opinion it would be very unlikely, if 
not impossible, for us to get a good bond, aluminum to aluminum, rub- 
ber to rubber or rubber to aluminum, unless we utilized a solvent-base 
adhesive, whether it is made by—whoever makes it. They all make 
pretty much the same thing. 

So, the procedure that we then worked out: We used the barrier bag 
for our purpose and assembly. We glued the barrier bag, the outer 
barrier bag, the one that is installed first. We used a spray and we 
sprayed adhesive in the box. We then put the barrier bags over a 
frame. 

Mr. IKarp. Could you show us on this cross section here maybe a 
little better ? 

Mr. Aruirt, Jr. I think so; yes, sir. 

In other words, we sprayed a line of adhesive on the inside of the 
box. We then inserted the barrier bags over a frame, and it was then 
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rubbed against to assure contact. We then sprayed another line of 
adhesive on the inside of the barrier bag. 

We then began to install the various pieces of Styrofoam, and always 
spraying each exposed joint because we thought that each joint should 
be sealed to protect the contents. 

We then sprayed the inside of the Styrofoam and inserted the second 
barrier bag, which is underneath, well, which would be underneath this 
aluminum, all of this being the water-base adhesive. 

We then lapped the barrier bags over the top so that there was a 
seal all around, and then took a brush and brushed on the inside of the 
internal barrier bag a solvent base adhesive, to which we glued the 
aluminum. 

In addition, where the aluminum joints were installed, we cleaned 
the aluminum first to remove any foreign matter. 

That was one of the things recommended by everyone concerned. 

We also, where a critical joint was involved, such as you see right 
here, or here, roughed the surface of the aluminum with emory cloth. 
We just hit it quick to give the glue something to hold onto. 

Then where each of those joints—in other words, the bottom, the 
sides were put in first; a line of glue was then put on the joint, and 
then a line of glue was put on the four edges of the bottom, and it was 
slipped down into place. 

In addition to that, we placed a tiny pin on the fourth corner. 

Now, we also elected to use the two-piece style of construction on the 
aluminum. The purchase description said that you could put your 
box together either with 4 sides or 1 continuous side. We, after con- 
siderable experimentation, rationalized if we would use 1 piece we 
would eliminate 3 of the 4 joints and we were having trouble with our 
joints. So, we used a 1-piece construction of the aluminum and, in- 
stead of having only the 1 lap, as was in the purchase description, 
we created a double lap joint like this. 

In other words, we put a lip on both ends, if I am making myself 
clear so that we have pressure from both sides in an effort to get as 
tight a joint as was physically possible. 

Mr. Correr. Did there come a time in the spring of 1953 when you 
were approached by the agency about changing the method in which 
you were making this box? 

Mr. Aruirt, Jr. Yes, sir. We were contacted, as I recall, by Miss 
Carney. Miss Carney called, I believe. I could be wrong on that, but 
1 believe it was Miss Carney. She called to find out what reduction 
we would offer the agency if we were allowed to leave the barrier bag 
out of ~ box and use only the sprayed glue line. 

Mr. Correr. What was your reaction to that ? 

Mr. Aruirr, Jr. Well, there were several reactions, to be completely 
fair. We had lost a considerable amount of money getting going on 
this contract, and we were in production and we were doing it on a 
profitable basis; and, as a result, having had some experience in pro- 
duction—it’s kind of like what we say at home: When everything’s 
going along smoothly, why ripple the water. 

I wasn’t too anxious to make a change, frankly. I mean, that was 
my basic thought. 

The other aspect of it was that we had purchased the necessary 
barrier bags from a supplier or suppliers to complete the contract and 





—— 


INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 249 


that would have meant I would have had to cancel part of that order 
to him. 

Mr. Correr. What did you pay for those barrier bags a set for 
each box? 

Mr. Aruit7, Jr. We bought a portion from the Graham Paper 
Co. at a cost of $3.21, delivered San Antonio, and we bought the larg- 
est quantity, however, from the Vanant Products Co. of Tomah, 
Wisc., and they cost us $3.25 a set. We bought 2 different kinds, or 
from 2 different companies. 

Mr. Correr. Pardon me for interrupting. 

Mr. Aruirr, Jr. Oh, yes. We were discussing our proposition. 

Then the next aspect we were interested in: Frankly, one of the 
things that worried me—Miss Carney said that we were going to 
have to lay a glue line one-quarter inch thick. 

Mr. Aruirr, Sr. If we left the bag out. 

Mr. Aruirr, Jr. Yes: if we left the bag out. 

Mr. Correr. A quarter inch thick ? 

Mr. Aruirr, Jr. Aneighth of an inch. 

Mr. Correr. An eighth of an inch? 

Mr. Aruirr, Jr. An eighth of an inch; yes, sir. Correction. 

Now, glue is our business. We do a lot of gluing. You don’t lay a 
glue line an eighth of an inch thick ver y easy, especially not on a verti- 
cal plane. In other words, there was the mechanical problem of 
how you were going to get an eighth of an inch on that vertical 
plane without havi ing two inches down at the bottom. 

In other words, that glue is wet and it keeps running, and we had 
initially, before we set up the spray system, the method I mentioned 
to you previously. We tried to trowel this glue in, and that hadn’t 
worked too well. 

The fact of the matter is some of the first shipments we sent out— 
the trunks weighed about 7 pr yuinds over what we estimated, and that 
was 7 pounds of extra glue i in each one of those, which we were pay- 
ing a fancy price for. 

Mr. Correr. When you say glue, you mean this Flintkote 749? 

Mr. Aruitr, Jr. Yes, si 

Mr. Correr. Did you call the Flintkote people about this moisture 
harrier business / 

Mr. Aruirr, Jr. Yes, sir. We contacted their local representatives 
in San Antonio, and they immediately—in other words, I put it to 
them cold. I said, “We must have a moisture-vapor barrier. This 
glue line must not allow the transmission of vapor or moisture. Will 
your product do it?” 

Maybe I was a little blunt, but in any case the local representative 
did not feel he was qualified to give me the final answer. 

So, at his suggestion we « alle d the Flintkote plant in New Orleans, 
and they sent a member of their technical staff by air to San Antonio, 
and we had a conference at that time; and, frankly, gentlemen, he 
at first seemed to think maybe everything wane be O. K., but my 
reaction was he wasn’t too sure of himself, so, toward the end of our 
conversation I said, “Well, I would like for you to supply me with one 
thing, sir. I want a letter from your organiz: ition on your letterhead 
stating that your Flintkote 749 will give me a moisture-vapor-proof 
barrier if I install it in this manner.” 

He refused to do that. He said he would not obligate his firm. 
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Mr. Correr. What about this eighth of an inch thickness? Did that 
ever dry? 

Mr. Arurirtr, Jr. The Flintkote representative said this, sir: If it 
were apphed at one time, that the likelihood of it drying, even into 
eternity, was very small; that it would scrin over and remain pliable 
because it would trap some of the water inside, and that the only way 
we could build up a layer that thick that would dry would be maybe 
4, maybe 5, maybe 6 coats. 

Mr. Correr. If you built it up ths at thick, you couldn’t get the rest 
of the stuff in your box, could you! 

Mr. Arurrr, Jr. Probably not without increasing the outside di- 
mensions. 

Mr. Correr. Did you have any conversations with Mr. Bailey in 
connection with his problems with the box ? 

Mr. Aruirr, Jr. Well, yes, sir. He called me one time. That was 
the only time I ever talked to the gentleman. 

Mr. Correr. When was that / 

Mr. Aruirr, Jr. That was some time late in the summer. 

Mr. Correr. In June? 

Mr. Aruitt, Jr. In June or July, I would say; yes, sir. 

Mr. Correr. Do you have any way of fixing it / 

Mr. IKArp. 4 as this of 1953? 

Mr. AruirrT, Yes, sir. 

Mr. Correr. w hat was his problem at the time? Maybe that will 
fix it. 

Mr. Aruirr, Jr. He was having difficulty, as I understand it, or at 
least as he iatihelned it to me, in gluing the fiber to the plywood or 
veneer panel that went into the trunk, the exterior fiber to the panel. 

Mr. Correr. That it was blistering and— 

Mr. Aruirr, Jr. Yes, sir. He said he was having blistering in vir- 
tually every panel and that Inspection had become so taut that 
they wouldn’t accept them blistered, and he had been told he would 
have to make them where the ey were smooth. 

Mr. Correr. Why did he call you? To find out how to do it? 

Mr. Aruirr, Jr. He presumed we did; yes, sir. He knew our boxes 
were being accepted. 

Mr. Correr. \ ou were a trunk manufacturer. 

Mr. Aruitrtr, Jr. Yes, sir. 

Mr. Correr. Did he ask you how you did it? 

Mr. Aruirr, Jr. Yes, sir; he asked me how we approached it, and 
I explained our method to him. I also made a recommendation as to 
a proper adhesive and a proper method for him to use. 

Mr. Correr. What did he say he was using ? 

Mr. Aruirr, Jr. I was curious. I asked him what he was using. He 
told me he was using hot animal glue. 

Mr. Correr. Is that used in trunk manufacturing? 

Mr. Aruirt, Jr. Not to my knowledge, sir. We have been in the 
business many years, but I have never heard anyone gluing, vulcaniz- 
ing with hot animal glue. 

Mr. Correr. What is wrong with it? 

Mr. Aruirt, Jr. First of all, the glue line isn’t strong enough to hold 
the fiber and, second, of all, it is an organic type of material. 
Mr. Correr. Is there any fungus action that takes place, too? 
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Mr. Arnitrtr, Jr. That could be, unless a fungicide was included in 
the adhesive. 

Mr. Correr. But you could take care of that with a fungicide? 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. Do you recall any other conversation which took place 
on this? 

Mr. Aruirr, Jr. You mean remarks, sir? 

Mr. Correr. Yes. 

Mr. Aruirr, Jr. Well, actually, I, frankly. tried to get as mucl 
nformation out of Mr. Bailey a T could. 

Mr. Correr. Did you talk with him about this one-eighth-inch spec- 


ification ? 
Mr. Aruirr, Jr. Yes, sir. I asked him if he was putting one- 
eighth—I asked him if he was ] 


ne was, 


CAV] oO the barrier bags out. Hes ud 


[ also asked him if he was applying an eighth of an inch of glue 
to the line, and he intimated that he was not. 

Mr. Correr. Did you say to him if one-eighth of an inch were 
sprayed on it would never dry from now until doomsday ? 

Mr. Aruitr, Jr. Yes, sir: I think I did. 

Mr. Correr. Did he say, “I know it, but so what? They'll never 
know how thick you have it on?” 

Mr. Aruirr, Jr. Well, frankly, Mr. Bailey’s atttiude was a strange 
one, and I didn’t fully understand it. In fact, I asked him a direct 
question. I said, “How are you coming out on the contract ?” 

After all, his price was 10 percent under ours, roughly, and we 
were having a very tight time coming out. 

He said he was having no trouble. 

So, I asked him what his bill of materials were, and he said they 
were less than $20. : 

And I said, “Well, that is” — 

He then asked me what ours was, and I said, “Well, it’s close to $25,” 
and then I said, “Of course, if you are leaving the barrier bag out, 
you're saving roughly three and a quarter. That would account for 
a portion of it, but how do you account for the balance ?” 

And he mentioned several other things. He mentioned the five- 
sixteenths ply wood. rather than the three-eighths ply wood. or possi- 
bly I mentioned it. and I made the comment, gentlemen—and I ama 
little reluctant to say this, but this is what happened: I said, “Just 
how in the world,” or maybe a little stronger, “have you gotten 
away with so many deviations on this specification ?” 

And I wish it were in my power—I wish to I had written down 
what he said. because it would be so much more effective, but at least 
I will give you the tone of his comments. I wish I could quote him 
exactly, but he said—well, that he had so many friends that he could 
set away with it. 

Gentlemen. I was astounded, and I was soa stounded at the remark 
and the tone of the remark that I picked up the telephone and I called 
Miss Carney in Brooklyn, long distance, and told her what that man 
had said: and another member of my organization was on an exten- 
sion and heard the man’s language. He is not with me, but he would 
be prepared, if necessary, to swear to that. 

Mr. RrenumMan. You are swearing to it right now ? 


Mr. Aruitr, Jr. I am. 
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Mr. Rrentman. Yes, sir. 

Mr. Anuirr, Jr. And it was an attitude to me that was just a little 
bit, fantastic. 

[ also— 

Mr. Ixarp. In other words, you are saying there was an employee 
of yours who would swear to what you he card 2 

Mr. Aruirr, Jr. Yes, sir. 

Mr. IKarp. Or about al Mr. sailey sald ? 

Mr. Aruirr, Jr. Yes, sir 

It was a fantastic statement, and exactly what he meant, who he 
meant the friends were, I don’t know. He didn’t elaborate. 

Mr. Correr. Had you felt that Bailey was favored over you on 
these dey lations, and So forth ? 

Mr. Aruirt, Jr. That was something that would be very hard for 
me to say, sir. 

Visualize our position. Our plant was shut down for a matter of 
months. We were delayed. 

Mr. Rresu~man. Wait a minute. 

Mr. Arurtrr, Jr. Yes, sir. 

Mr. Rren_man. Just at that point, you were shut down for what 


reason ¢ 
Mr. Aru rr, Jr. Waiting to get clarification on various points. 
Sp RirHi~MAN. At the time you bid on these boxes your pl: int was 


L position to té ake all of the contract or an y portion of it; is that 
correct ¢ 

Mr. Aruirr, Jr. The second order, as well, sir? 

Mr. Rreuuman. Yes. 

Mr. Arurrr, Jr. That would be a moot question, sir, in all fairness. 
If you will notice on the second bid, we upped our price 5 percent. 

Mr. RrewuMan. Yes. 

Mr. Aruitr, Jr. We felt with the order we had, considering the fact 
we hadn’t made the spec ific item, that we pretty we ll had a plateful 
and we weren't too anxious to get the second portion, sir. 

Mr. Correr. Did you have this conversation with Bailey: 

SAILEY. Why glue the whole surface? 

(rLIrT. You have to if you expect it to stick well all over. 

BAILEY. Why waste the glue? 

I just take a brush and make an X of glue across the surface. That’s good 
enough. They'll never know what you’ve done after the box is finished. 

Did you have that conve rsation with him ¢ 

Mr. Arvirr, Jr. Well, it’s hard to recall specific wording, after much 
of a year has gone by, but that was certainly the tone and the attitude 
of it, Sir. 

Mr. RieuitmMan. Now, we want to be pretty specific in this. We 
don’t want something thrown into the record 

Mr. Aruirr, Jr. Yes, sit 

Mr. Rienuman. That you don’t concur in. 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Rreutman. And I don’t want counsel to ask questions unless 
you feel—and I don’t want to put any words in your mouth—— 

Mr. Aruirr, Jr. Certainly. 

Mr. Rizrutman. I want you to say of your own volition: Is that in 
substance what he said to you ? 
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Mr. Aruirr, Jr. I’m not trying to evade, sir, but I am trying to be 
as accurate as my memory will allow me to be. 

Mr. RrenuMan. That 1s what I want. 

Mr. Aruirr, Jr. He specifically made the reference to the X of glue. 

Mr. Rrenuman. Allright. 

Mr. Aruirtr, Jr. That is absolutely clear. That sticks out in my 
mind, 

Mr. Rrenuman. All right. 

Mr. Aruirr, Jr. Because, to me, it is fantastic. 

Mr. Rientman. What else did he say / 

Mr. Aruirr, Jr. And he made allusions along the line that this 
gentleman said, “Well, who’s going to find out about it after the box 


= 


is closed up” é 
Mr. Rreutman. In other words, “They aren't going to m: ake a very 
thorough Inspection ; they haven’t bothe red me about it so far” that 


was his attitude ¢ 

Mr. Aruirr, Jr. 1 couldn't say, sir 

Mr. RreuitmMan. We have come pretty well to that in our conclusion. 
twill say that to you, sir. 

Mr. Aruirr., Jr. Yes, sir. It was his tone when he was talking to 
me, Sir. 

Mr. Correr. Did you have any conversations with the agency about 
your problems, besides those with Miss Carney? Did you ever talk 
to Colonel Currie ? 

Mr. Aruirr, Jr. Yes, sir. I met Colonel Currie only for a matter of 
possibly 15 or 20 minutes, sir, in late May, if my memory serves me 
right. 

Colonel Currie. After you came back from the ae a gr rseas. 

Mr. Aruirr, Jr. Well, it was actually before I went, 

Yes, sir: it was in late May. I went in and was inkvodened to him, 
and he asked me if everything was going—that was in 1953, and he 

sked me if everything was going satisfactorily, and I said it was; 
it was very pleasant business. 

Mr. Correr. You had an overseas pack and a local pack; is that 
right ? 

Mr. Aruirr, Jr. Overseas and domestic. 

Mr. Correr. You had an overseas pack ? 

Mr. Aruitrr, Jr. Yes, sir. 

Mr. Correr. You got paid more for the overseas pack ? 

Mr. Aruirr, Jr. Yes, sir. There was a price differential because of 
the difference in the cost of the container. 

Mr. Correr. And it cost you more to ship it ? 

Mr. Aruirr, Jr. The box was more expensive. The packing box 
was more expensive. 

Mr. Correr. Did you have to prepare it any differently / 

Mr. Aruirr, Sr. We had to glue the ends. 

Mr. Aruirr, Jr. Yes; for the overseas pack we were required to use a 
solid V-board type of container that had full overlap flaps that had 
to be glued to assure a relatively tight seal at the top and the bottom. 

Mr. Correr. Then the carton itself was waterproof and had to 
be—— 

Mr. Aruitrr, Jr. Yes, sir; it was a filled type of—these gentlemen 
in the packing division can probably describe it a lot better than 
I can. 
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Mr. Correr. How much more did the waterproof or the overseas 
irton cost than the other ? 

Mr. Aruirr, Jr. It was « ra dollar, as I recall, sir. 

Mr. Cotrer. Was at ya t1i0n taken that negated the effect of your 
st of your package ¢ 

Mr. Arnirr, Jr. Yes, sir. 

Mr. Correr. Did you receive any instruction along that line? 

Mi ARLITT, JR. Yes, s = 

Mr. Correr. What was it? 

Mr. Aruirr, Jr. After we had been awarded the contract—and I’m 


that that is true—we were instructed—this box, as you see, is 
! rhly ll h ibe it ¥ 1gns approximately 70 pounds empty, 
OS pol is it is OT a SIZ nd shape t hat’s not ve ry easy to handle 
whe t is packed in a corrugated box or a solid fiber box. We 
were instructed to cut holes in the cartons here, to where the handle 
» available, for a irehouseman or someone who is shipping 

t to move It. 


4 c 1 1 


Mr. Corrrer. Let’s touch on the cost of putting in the barrier bags. 
Mr. Aruirr, Jr. Yes, sir. 
Mr. Corvrer. You say on the bags you thought that the bags cost 


] 


$3.21 for ~ and $3.25, I think, for another lot? 

Mr. sn ~dk. That’s right, sir. 

Mr. Correr. And of your 15,000, approximately how many did you 
pur hase? 

Mr. Aruirr, Jr. As I recall, sir, we bought about 8,000 fabricated 
and made the balance ourselves. 

Mr. Correr. That was quantity purchasing, then / 

Mr. Aruirr., Jr. Yes, sir. 

Mr. Correr. Fairly sizable quantity ? 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. You feel you got a substantially good price on it? 
Did you shop on prices ¢ 

Mr. Aruirr, Jr. Yes, sir: we did, and I-—— 

Mr. Correr. When you took the matter—— 

Mr. ARLI1 , JR. We rot the best | rice we co yuld | Oct 

Mr. Correr. When you took the job over and mé¢ de it it yourself what 
was 1t costing you to make it? 

Mr. Ariirr, Jr. We estimated, approximately, $3.00, including 

or, il rial, ind overhe sad. 

Mr. Corrrer. That is just to make the three bags? 

Mr. Aruirr. Jr. Yes, sir 

Mr. Corrrer. That go into each box ? 

Mr. Aruirr, Jr. Yes, sit 

Mr. Correr. Then how much later do your figures show or do you 
have any figures or estimates as to how much it took to install this in 
ich containel . that is. the cost per box ? 

Mr. Aruirr, Jr. That would be largely a matter of estimation. In 
other words, our cost breakdowns don’t go that fine, as you can 
appreciate. 

Mr. Correr. Yes. 

Mr. Aruitrt, Jr. I would estimate the direct labor would be some- 
thing in excess of 25 cents, with virtually an appropriate overhead 
of, say, 50 cents. 
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Mr. Correr. So, it would be $3.75 or $3.50, depending on whether 
you mi ide them yourself or whether you bought them ¢ 

Mr. Aruirr, Jr. That’s right. 

Mr. Correr. You did include these vapor-barrier bags in all your 
boxes ? 

Mr Aruirr, Jr. Absolutely, s 

Mr. Correr. And where you did you actually had a double job of 
putting on adhesive; is that correct ? 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. As against the simp! e application of slapping it inside 
pe box and slapping that in and then putting in your styrofoam and 

ealing your inside liner ? 

Mr. Ar Linke JR. There was an extra olue line each time a bag was 
put in: yes, sir. 

Mr. ( ‘OTTER. You had to do that both forward, back here, and here ? 

Mr. Aruitt, Jr. Yes, sir. 

Mr. Correr. And then up in the ceiling? 

Mr. Aruirt, Jr. In other words, you put glue first to glue the bar 
rier bag in, and then you put another line of glue in the outside of the 
barrier and go and m: ake the whole insulation. 

Mr. Correr. So, in effect, you have got, if you can call it that, a 
vapor barrier or you have got several vapor barriers of this latex lin- 
ing in your box, in addition to your moisture-vapor-barrier bag? 

Mr. Aruitr, Jr. 1 wouldn’t be prepared to say, sir, that our glue 
line was put in jor e nough to absolute ly seal eve ry crac *k and cre vice 
In other words, we felt the barrier was doing that. We were simply 
putting enough alte in to hold the barrier snugly, closely adherent, 
as you pointed out a moment ago. 

Mr. Correr. But it had to cover all parts? 

Mr. Aruirr, Jr. Yes, sir 

Mr. Correr. In order to—— 

Mr. Aruitr, Jr. Yes, sir. 

Mr. Rreniman. You didn’t just put an X on it in order to cover it 
up‘ 

Mr. Aruirr, Jr. No, sir; we used a kind of pressure gun to spray it. 

Mr. Ixarp. A sprayer ? 

Mr. Aruirt, Jr. Yes, sir. 

Mr. Correr. Then did you put any pressure while this was curing at 
all? 

Mr. Aruirr, Jr. It was rubbed down; the barrier was rubbed down 
after it was put iT n, after you put your styrofoam in 

Mr. Correr. How did you get them all to set? 

Mr. Arurr, Jr. We used a block. 

Mr. Correr. Inside. 

Mr. Aruitr, Jr. Yes sir; for part of our production we did—a 
frame, a sanding frame, that would hold it snug. 

Mr. Corrrer. We have vone a little bit afield, and I would like to get 
back to these cost figures. 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. We have run this up to—what—$3.75 or $3.50, depend 
ing on how we figure it ? 

Mr. Aruirr, Jr. Yes, sit 


Mr. Correr. Then how much did you figure your spray per box? 
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Mr. Aruirr, Jr. At one point, approximately half-way through the 
contract, I ran down the spray cost, at $1.67. 

Mr. Correr. $1.67. 

Mr. Aruirr, Jr. Yes, sir 

Mr. Correr. And did that include both the Flintkote material—— 

Mr. Aruirr, Jr. Yes. 

Mr. Correr. and the M-1? 

Mr. Aruitr, Jr. 3—M. 

Mr. Correr. 3-M ? 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. Do you know how that would break down, approxi- 
mately 

Mr. Aruirr, Jr. I don’t have those figures available, sir. They are 
available in my office. If it is important I can get them for you, sir. 

Mr. Correr. I don’t think I have any other questions. 

Mr. Rireuiman. Let me ask you this. 

Mr. Correr. I do have one. 

Mr. RrenuMAN. Do you have any idea that. the Bailey Co. could 
buy this bag any cheaper than you could ? 

Mr. ARLITT, Jr. Well, sir, if they could, and I had to make some 
more, I would like to know where they are buying them. In other 
words, on all of these jobs, believe me, gentlemen, price competition 
is very available, very evident, and you have got to have your costs 
right. 

Mr. Rrenuman. I didn’t understand that, sir. 

Mr. Arurrr, Jr. I say on all Government jobs, sir, competition is 
very evident and you have got to have your cost estimate right on the 
button or you're either too high or you're going to take a loss. 

Mr. Rirutman. You may have heard the testimony here today 
that. somewhere along the line these people gave us the information 
that the bag could be bought for 69 cents. 

Mr. Aruirr, Jr. I would say this, sir: We did not buy the barrier 
material in carload quantities. 

Mr. Rreniman. I understand that. 

Mr. Arurrr, Jr. Normally a carload quantity would be the lowest 
price of a commodity. 

Mr. Rienuman. Yes, and certainly Mr. Bailey didn’t buy it in 
earload quantit ies, either. 

Mr. Aruirr, Jr. I don’t know. He would need a carload quantity 
to permit 

Mr. Rreutman. Iam sorry. That was not the cost of the bag. I 
had this figure here, and it was the difference. I am sorry. 

Mr. Correr. If it cost you $1.67 for material and you have twice 
the surface to cover, and it cost you around $3.25 to $3.50 to put in the 
bag, there is your differential between your 2 boxes; isn’t it? 

Mr. Aruirr, Jr. Well, actually—— 

Mr. Correr. Do you see any other—— 

Mr. Aruirr, Jr. The depot—and it is quite possible they were trying 
to get information they pressed me very hard——~ 

Mr. Correr. They didn’t—— 

Mr. Aruirr, Jr. For an estimate. 

Mr. Correr. You told them ? 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. Didn’t you? 











INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 257 


Mr. Aruirr, Jr. Well, I really evaded the question to an extent, 
because I had no idea how much more material or how much more 
labor was going to be involved in creating this eighth-of-an-inch wall 
that they talked to me about. 

You see what I mean? 

In other words, I didn’t know whether it was going to take four 
spray coats and the stuff would have to be left to set until it dried, 
and what have you; but on the straight, sheer facts of dollars and 
cents, material involved, you are coming very close to it. 

Mr. Correr. What was your experience or what information did 
you get from the Flintkote people about the effect of this Flintkote 
material, by aging that thickness, and so forth? 

Mr. Aruirr, Jr. Well, I think I covered that previously. 

Mr. COTTER. The Flintkote people ¢ 

Mr. Aruirr, Jr. Yes, sir. 

Mr. Correr. What did they say? 

Mr. Aruirr, Jr. They said if it were laid on an eighth of an inch 
layer at one time the likelihood was it would never dry. 

Mr. Correr. What about the age and the cracking? Did you get 
anything ? 

Mr. Aruitt, Jr. Yes. sir. The reason the gentleman from Flintkote 
justified his stand in not warranting his product to me was that he 
said he was afraid this material would crack in use. 

In other words, this is a container to be tumbled as the gentlemen 
have done here, and he was afraid that cracks would appear in hi 
material after it had hardened, if it was allowed to harden. 

Mr. Correr. I appreciate that the performance test is the real test 
that counts, but we had heard from other trunk people with respect 
to building the trunks with staples and, as an old trunk manufacturer 
Mr. Arlitt, Sr., I wish you would comment on that, if you would, 
please. 

Mr. Aruirt, Sr. Well, sir, about the only thing I can tell you is 
that it’s not common practice. In fact, it’s not being done by any 
trunk manufacturer; and if there was any economy or if that was 
just as good as the tacks, I’m sure the guys would do it, including us. 

Mr. Correr. Why are the tacks more expensive ? 

Mr. Aruirr, Sr. They are much more expensive than staples; 
definitely. 

Mr. Correr. Is it the machinery that puts them on that makes if 
more expe nsive ? 

What is it that makes it more e xpensive ? 

Mr. Aruirr, Sr. Well, tacks can only be put on by an automatic 
riveting sacked: that has been converted to a tacking machine, or 
by hand. 

We used to do that when I wasa boy. We used to set them at the 
bench, but that’s passe. 

Mr. Cotrer. You can get a wiring or stapling machine—— 

Mr. Aruirtr, Sr. You can get a wiring machine for about a hundred 
bucks and it will cost a thousand dollars to convert it to a riveting 
machine, or to a tacking machine; and then the tacking machine— 
you have to pay rent on the riveting machine. You can’t buy them. 
They lease them to you for about $10 a month. 

Mr. Aruitt, Jr. $71/, to $10. 
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Mr. Aruirr, Sr. It costs you $714 to $10 a month every time you 


lease the machine. They won't sell them to you; and these other 


machines were hard to buy under the conditions like they were at the 
time these boxes were built I doubt whether Mr. Bailey could have 
ever gotten any of them anywhere. 

Mr. Ikarp. If it is pertinent, do you people have any opinion about 
these boxes or trunks there ? 

Mr. Aruirr, Sr. I haven't looked at them, sir. 

Mr. Aruirr, Jr. No. 

Mr. Rirniman. Do you have anything else you would like to say? 

Mr. Aruitrr, Sr. I see one thing Mr. Bailey did we couldn’t get away 
with. He used cheap rubber up there, and we had to use that fancy 
rubber which costs about three times as much. 


Mr. Correr. You mean the _ 


Mr. Aruirr, Sr. Yes, sir: we weren't allowed to use this crap here. 
We had to use real rubber. 

That’s no job. That’s er ap. 

Mr. Rreniman. They insisted upon you using real rubber ? 


Mr. Aruitr, Sr. We clid. six. 

Mr. Correr. We might ask you about your inspection. What type 
of inspection did you have’ Did you have a Navy inspector inspect 
7 

Mr. Aruirr, Sr. Yes, sir, and every shipment that left our plant was 
inspected. 

Mr. Correr. Did he actu lly make a count ? 

Mr. Aruirr, Sr. Every single shipment. He drew samples and 
walked through the lines, up and down the lines, and watched the 
workmen. 

Mr. Correr. Did he watch the box goin 

Mr. Aruitr, Jr. Yes, sir. 

Mr. Aruirr, Sr. Yes, sir; he went right up and down the lines, and 


os together ? 


we have never had a contrac! and we've had lots of hem: we made 
about 21 » to > million dojlars worth of Government production in the 
last 2 or 3 years, and we didn’t have a contract, haven’t had a con- 
tract vet, that we didn’t have some Government inspector right on 
our tail all the time. In fact, the Vy get in your hair sometimes. We’ve 
got one sitting down there now. He has been there about 3 months, 
draw 1 Oo his ay, and he hi: sn't done a thi lg. 

Mr. Aruirr, Jr. Yes; | 

Mr. Aruirr, Sr. Che Chic vo quartermaster has vot us tied up on 
a piece of rubber a quarter of an inch thick, and they won't give 
us the clearance on it because they say their lab in Philadelphia doesn’t 
test rieht. and the manufacturer swears the rubber is the same rubber 
and the same lot he ships to another manufacturer who is using it, 
and It WV on’t pass. After it foes down to Texas, it gets hard. 

Mr. Rrestman. Do you have any questions in your mind as to why 
once ina while we have to be little tough to get a little information ? 

Mr. Aruirtr, Sr. Yes, sir: I can understand. I think sometimes you 
ought to have a club. 

] see you are having the Same trouble I’m hav ing. 

Mr. Ixarp. I would like te ask just one question, if I may, about 
this inspection business: You are inspected out at Houston, aren’t you, 
out of the Navy? 


ie hes been there about 3 months now. 
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Mr. Aruirt, Sr. Out of the Navy at Houston, and the quarterma 
ter out of Chicago, and they ire holding their hspection all the wa) 
down to San Antonio. They have got a man down there right now. 
as I say, and they have had him sitting there for 3 months 

Mr. Ikarp. You have a depot there in San Antonio, don’t you ¢ 

Mr. Aruirr, Sr. Yes, sir, and they have efficient people there. 

Mr. Ixarp. They have efficient people 1 

Mr. Aruirr, Sr. Yes, si 

Mr. Ik ARD, And they col i come out there ina matter of hours ¢ 

Mr. Aruirr, Sr. In 15 minutes. 

Mr. Ikarp. And pel form that Inspect ion é 

Mr. Aruirr, Sr. Yes, sir. 

Mr. Ikarp. Rather than send a man down from Chicago and keep 
him on an expense account ¢ 

Mr. Aruirr, Sr. Yes, sir. 

Mr. Arurrr, Jk. Without getting too far afield, Mr. Ikard—and |] 
know it is getting late—that is a serious problem that is confronting 
our firm today, sir, and it is confronting every firm in the country that 
isn’t right in the backyard of these centers where this work is con 
trolled: and unless something is done to decentralize to some extent 
the very minor decisions that come up with this preproduction sample, 
so that every time I want to talk to a man it’s not a $20 long 
distance eall or, if he Says, “Come up,” it’s not a $400 airplane ticket 
to go up and baeck—it seems to me something can be done, sir. After 
all, they are qualified military depot installations with qualified per 
sonnel managing them all over the country. 

Mr. Ikarp. Not that it makes any difference, but we all know in 
San Antonio you probably have more—— 

Mr. Aruirr, Sr. Fort Sam Houston is the biggest quartermaster 
installation in the country. 

Mr. Ix ARD. Yes, and you probably have as ¢ ipable people, as well 
qualified, in your area as in any other community in the country / 

Mr. Aruirr, Sr. Yes, sir. 

Mr. Rieutman. Are there any other questions / 

Thank you very much, gentlemen. 

Mr. Counsel for the Army, do you have anything else you would 
like to say before we close ? 

Mr. Dow. I think Colonel Currie has some information about the 
cost figures. 

I might also add just one further comment. I don’t believe Colonel 
Currie had some of the information about putting on the glue in the 
form of an X heretofore, and we have asked for all of the informatioy 
that might come into possession of the committee or to GAQ investi- 
gators that would be at all helpful to the Army, and I don’t know 
whether that would have altered Colonel Currie’s decision on how to 
treat the problem of suspicion of fraud. 

Mr. Rmutman. We were a little derelict, as you were, in the per- 
formance of this last inspection. So, I think probably it is a 50-50 
exchange. 

So, if he has some pertinent information that he would like to give 
us about the cost, we would be glad to have it. We don’t want to 
shut off any information you would like to give. 


1 
r} 


it there on the @round / 
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Colonel Currm. The point I would like to make, if it pleases the 
chairmal > Before we close, ] would like to have Colonel] Hallahan 
Incorporate 1n the record his nspection he made at Bailey’s plant on 
the 5th of June. 

Mr. Rreniman. We will permit that, sir, at this point. 

Mr. Correr. Is that = en report ¢ 

( ie 1 Corrie. Yes, sir. 

Colonel HALLaAnan. Ye es. 

Mr. Rrenuman. All right. 

Mr. Correr. Do you want to have that in executive session ¢ 

Colonel Currie. It is classified as confidential. 

Mr. Rrenuman. If it isn’t read. that will be deleted from the record 
that is released for the public. 

Colonel Currie. All right, s 


Mr. C TTI r. Is this the full report, or is it the summary / 
Colone 1] Hatnanan. Well, sonnets summary, sir. 
Mr alg Yes. Now, are you giving us the full report ? 


Colon el Hatnanan. I can discuss the other facets of the report for 
vou because they have been reflected in some other memoranda which 
vere not classified, but during the discussion of the rest of the report— 
ai I have this with the authority of the departmental counselor— 
you may draw me into areas in which I will have to reveal the extent 
of certain questions asked witnesses during the conduct of the investi- 
vation, and that in itself cannot be revealed except in closed session 
and those people who are cle _ for classified information. 

I regret the necessity of that, but, unfortunately, that is the regula- 
tion. 

Mr. Corrrr. Tam sure everybody here is classified. 

Colonel Hartanan. They are? 

Mr. Correr. But those who are not we would be glad to exclude. 

Colonel Hatitanan. If you would, si 

Mr. Correr. But I understood your ata the other day was, be- 
cause of policy, you could not and would not furnish this committee 
the full report. 

Colone] Harianan. Sir, I have discussed that, and so has Colonel 
Currie, with Mr. Dow, and I think he may have something to say on 
that point. ; 

Mr. Dow. Mr. Riehlman, I can add this: gt isan Army regula- 
tion. which is the order of the secretary of the Army. that binds 
Colonel Hallahan not to release to any agency outside the De ‘partment 
of the Army a full Inspector Gener: al report, which usually includes 
exhibits and transcripts of testimony that he has from witnesses, and 
so forth. 

I don’t want to belabor the committee with all the reasons for pre- 

serving the coinfidence of those. TI will say this: If this committee 
is any doubt at all about the completeness of the summary that was 
cviven to ‘an m, or about the accuracy of that summary, we will recom- 
mend that the Secretary pre 1e Army invite the chairman of the com- 
mittee to come and look at the whole IG re port side by side with the 
summary and see if there are any discrepancies. 

Now, I don’t want to give the impression that we can make a regular 
abandonment of our policy as to preserving the sanctity of Inspector 
General reports, but if you have any question in your mind, we cer- 
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tainly have enough confidence in this committee to let you come and 
examine the two of them. 

Mr. Correr. Mr. Chairman, I had this discussion with Mr. Dow. 
As you know, many times we have a sked for information concerning 
which the military has already made an investigation, and we are 
only asking for information; but we would like to have advantage of 
any Investigation they made and to ASSsay that for the purpose of 
determining whether it is necessary for us to make a more thorough 
investig ation or not. 

It seems that the rule by which the military has forbidden congres 
S101 il « ‘ommiutte Ss tO have aecess to such reports 1s contrary to the 
good interests of working relations between Congress and the military 
departments, because Congress furnishes the money to keep their 
houses clean, and they are in effect saving, “You can’t see how we 
sweep our dust, or how clean we sweep it.” 

In this particular case, | a know how important it is; it per- 
haps isn’t of great importance at all, but you have Colonel Hallahan 
going out and making a wathil investigation defined in scope by 
Colonel Currie who, in a sense, is his administrative superior, al- 
though he is an inspector general officer. 

Colonel Hallahan, as I understood it, confined his investiga- 
tion to the phase of the pattern concerning the deliveries of bills of 
lading prior to the actual deliveries of the boxes. In the Summary i 
goes into a little detail, but the conclusion is that it was again con 
fusion and bad business record keeping. 

In discussing the matter with Colonel Hallahan the other day, he 
brought out that he thought he had developed a pattern in which 
Bailey consistently had his bills of lading early and his deliveries 
late, which would possibly make it appear as if he was engaged in this 
as a consistent thing rather than it happening on this one occasion. 

Colonel Hatnanan. That’s exactly right, sir. 

Mr. Correr. There are no indications of that in the report, or in the 
summary itself, and I think any investigator would like to test the 
full report to see if it was adequate, to see if the investigation was ade- 
quate; and so I made a demand on Mr. Dow that he would attempt 
to clear this and produce for the committee’s private use or for the 
GAO’s use that type of report. 

We are not interested in loyalty, but we are interested in the same 
set of facts that the military is, and I see no basis and logic why such 
a report is not given us. 

Mr. Rreutman. Now, let me say this, in all fairness—and I have 
only one member of the committee present, and I am not going to 
pass judgment as to what the committee will do; but I think that 
rather than introducing this as a portion of the record in executive 
session, or for executive use, that I will take it under my jurisdiction 
to bring this matter to the committee. 

I feel pretty much upset about it my self. 

You people don’t want us to write a report unless we have the 
evidence in the record to prove what is in the report. 

Colonel HaLLanan. That is very true, sir. 

Mr. Rieu~tMan. We are not going to introduce something in the 
record that we don’t ei the evidence on, as to what you found 
it on—— 
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Colone] HaLtnanan. Yes, sir. 
Mir. Rien uM an. Not if | in heln it. because I am going to be as 


much fair one way as I am the other 
i do not feel, that respect, 1f yvou are viving us a summary as to 
< nd and we cannot have access to what you found, that 
ritten the report on, Tor the full benefit of the committee, 
that lam going ti accept It in evidence, 
| id we must have another hearing because anything we put in 
any report would come to the cor ttee and every member of the 
committee would have it. and every member of the House would have 
( to it 
Now. we are not going to put something into the committee report 
and base it on information you got, or anybody else got, unless 


1 


ve are going to have the facts upon wh ch you are basing it. that is, 
f I have anything to do about it: and I am only speaking as one 
member. So, therefore, ruling it will go into the committee in execu- 
tive session today if you want to pass the report to me, under my 
sdiction, it will be kept in confidence until we meet and decide 
what we are going to do with thisasa committee. 

Colonel Hattanan. I appreciate that, Mr. Chairman. 

Mr. Rreuntman. I want to be very fair about it, and we want to be 
fair with vou. 

Colonel HaLnAnan. Yes, sir. 

Mr. Rieutman. I think you are putting us completely in an unfair 
and untenable position to accept something you have gotten out in 
a report when we can’t go into the background—that is, only my- 
self—and I am not going to take that responsibility and come back 
to the committee, ai vy more than I would ask Colonel Currie or any- 
one else to do it, and I think I am fair and justified in my position. 

Mr. Counsel. am I wrong? 

Mr. Dow. No, Mr. Riehlman; you are right, but I simply suggest 
this: If you will look at one report, side by side, with the other, I 
k you will find that the only thing that has been eliminated is 
the usual exhibits, the recommendations that the IG makes to his 
own commanding oflicer, which are usually about three sentences, 
very brief, and the transcript of testimony that is taken in confidence; 
ly a summary has almost every single word that is in 
the full IG report, with the exception of references to the exhibits 
and to different places in the transcript where particular individuals 
have testified. 

Mr. Correr. How do we know, Mr. Dow ? 

Mr. Dow. Well. | am suggesting that the chairm: hn come and look 
at one of those things. 

Mr. Correr. Why can’t we have access to it ? 

Mr. RrenstmMan. Let me say this to you, Mr. Dow: You know how 
fair I wanted to be in respect to the GAO entering information into 
the record upon which we were going to come to conclusions. Now, 
if it is fair to handle the GAO that way, I think it is perfectly fair 
to handle this gentleman’s and the IG’s position in the same way. 
Colonel Hatnanan. Mr. Chairman, could I make a comment to 
ear up a misunderstanding, which I think exists between the counsel 
and myself ? 

Mr. RrenuMan. 


and ordinal 


at 


Yes, 
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Colonel Hatnanan. The pattern which I developed—and I would 
be very happy, indeed, to furnish you a copy of that pattern now, 
because it is neither classified nor in the re port, ai d it was developed 
post report. 

Mr. Correr. Oh. 

Colonel Hattanan. It is not a part of the report. 

When I took the testimony and came to ny conclusions and made 
mv recomnit ndations, I did not have the benefit of this study, which 
you and I discussed at your office a week ago. \ 
~ Mr. Correr. Oh, I clearly understood it was a part of your report. 

Colonel Hatnanan. Vm sorry you have, sir, and | apologize for 
that. Perhaps I was at fault in implying that it was. Certainly | 
did it without any intent to deceive you. 

As you recall, our conversation was rather—not heated, but it was 
confused at that point: but the pattern which we have developed, and 
which we furnished to the Surgeon General’s Office in an unclassified 
form is not a part of the report, si 

Mr. Correr. When was this pattern developed? Was it developed 
during your investigation ¢ 

Colonel HALLAHAN. No, sir; 1t was not. 

Mr. Correr. When ? 

Colonel H ALLAHAN. It was developed atter the report was W ritten 
and submitted to Colonel Currie, and my report was dated—let me 
refresh mj memory—the 21st of July. I rendered an oral report on 
the 5th, but at that time, sir, we did have specific information from the 
Federal Civil Defense Administration that Mr. Bailey had, in fact, 
delivered each and every one of his orders with the exception of 65 
and 66. 

Now, as far as I was concerned, that did have some significance in 
the conelusions which I reached later. However, there were certain 
statements made during the investigation which predicated a study, 
which I made after the report. 

Mr. Correr. Of course, this doesn’t change the principle at all—— 

Colonel HantnaAnan. Oh, no, sir. 

Mr. Correr. Of what we are talking about. 

Colonel Hantanan. No; not at all. 

Mr. Correr. And we will take that copy. We will be glad to 
have it. 

Colonel Hatnanan. Fine. I will be very glad to give it to you, sir. 

Mr. Lipscome. Mr. (¢ pe irman. 

Mr. Rreniman. Yes, s 

Mr. Lirscomrp. Is he's same summary written by the same person 
who wrote the report ¢ 

Colonel Hattanan. Yes, sir. I am the author of the summary, 
which is classified as confidential. 

Mr. Lrescome. And your recommendations and conclusions are not 
in the summary ? 

Colonel Hatitanan. They are not in the summary, sir, and that is 
because the regulations preclude the furnishing of that information. 

Mr. Kirvan. Mr. Chairman, may I make one statement for clarifica- 
tion of the record ? 

Mr. Rrenuman. Yes, sir. 

Mr. Kirvan. When you mentioned GAO reports—they are not mili- 
tary reports. Again, under the agreement we have in this particular 
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instance, any report coming out of the Gener: al Accounting Office, 
which is a General Accounting Office Re sport, must be approved by 
Mr. Warren. 

On this particular matter we have been working with the commit- 
tee, and our understanding is that we are working for the committee 
and reporting to the committee the information we have, which is not 
in a formalized report form. 

| have seen some of the reports come out of the oflice which I felt, 
from the standpoint of the GAO, we were not at liberty to delete or 
correct or make changes in, inasmuch as the request had come from you, 
Mr. Chairman— 

Mr. RrentmMan. That is right. 

Mr. Kirvan. For the inv stigation. 

| don’t feel we are at liberty to do that unless you want us to take 
the re port to you, as to what you think should be recorded. 

I just want to make that clear for the record, in the sense that any 
records or reports coming to you from the Gene ral Accounting Office, 
as such, will be formalized and cleared first through Mr. Warren, and 
that is not our procedure under this matter, particularly as we feel 
our men are on loan. 

Mr. RreuutmMan. I am very glad you clarified that point. 

Mr. Kirvan. We have many men on the Hill, Mr. Chairman, work- 
ing for various committees, and it wouldn’t be fair to the committee to 
go through the GAO and then say, “We will give them this; don’t give 
them that.” 

Mr. Rientman. I am sorry. What I was referring to is members 
of the GAO who have been loaned to us have brought additional in- 
formation—— 

Mr. Kirvan. Correct, s 

Mr. Rreuxtman. In connection with this case. 

Mr. Kirvan. Correct. 

Mr. Rrenuman. It was furnished to the counsel. 

Mr. Kirvan. Correct. 

Mr. RreutmMan. The members of the committee had no idea as to 
the facts pertaining to that information, and we had not had a hearing. 

Mr. Kirvan. I understand. 

Mr. Rrentman. We had nothing to base the factual information on 
to write a report. 

Mr. Krrvan. I understand your mechanics. 

Mr. Rieutman. And that is exactly why I want to make that clear. 

Mr. Kirvan. Right. 

Mr. Rreuiman. Is there any other information to come before the 
committee ? 

Does anyone else have anything to say ? 

Mr. Counsel, do you have ‘anything else ? 

Mr. Dow. I have nothing. 

Mr. Rirentman. Allright. Thank you, gentlemen, very much. 

Colonel Hatnawan. Thank you. 

Mr. Correr. Colonel Brown, could we talk to you or hear from you 
a minute? 

Colenel Brown. Yes, sir. 

Mr. RreatmMan. We have one of the members who asked that you be 
asked 1 or 2 questions by the counsel. 

Colonel Brown. All right. 
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Mr. Rirntman. I am awfully sorry. It slipped my mind. The 
counsel has just reminded me of it. 

Will you proceed and ask the 2 or 3 questions Mrs. Church wanted 
answered ¢ 


FURTHER TESTIMONY OF LT. COL. MAX H. BROWN, ARMED SERV- 
ICES MEDICAL PROCUREMENT AGENCY, NEW YORK CITY 


Mr. Correr. You heard the testimony of former Lieutenant Ketch- 
am this morning ¢ 

Colonel Brown. Yes, sir. 

Mr. Correr. In which your name was mentioned previously ? 

Colonel Brown. Yes, sir. 

Mr. Correr. Do you substantiate Mr. Ketcham’s statements that he 
did explore these possibilities of not signing the contract with you, and 
so forth? 

Colonel Brown. No, sir; I do not substantiate his statement. 

Mr. Correr. You say that anything that he stated in that statement 
that he discussed with you, and so forth, you don’t remember or is 
not true; which? How do you want to put it? 

Colonel Brown. Well, I would like to state for the record the occur- 
rences around this award. 

We did discuss the award to Bailey Engineering Co., and, as the 
papers were presented to me, I saw a deviation and probably Lieu- 
tenant Ketcham mentioned that the facility survey wasn’t complete. 

Mr. Correr. Wasn’t what? 

Colonel Brown. Wasn’t complete; didn’t give full clearance. 

So, since this was a contract in which I did not have final approval, 
Lieutenant Ketcham and I went to the Chief of Purchasing Division, 
who was Commander Foley, and acquainted him with that. 

Mr. RrenimMan. Would you repeat that? You acquainted Colonel 
Foley 

Colonel Brown. Commander Foley. 

Mr. Rreutman. With the information that you had? 

Colonel Brown. Yes, sir. 

Mr. Rresiuman. And discussed that; and that was contained in the 
record that we got from Captain Ketcham; is that correct? 

Colonel Brown. Well—— 

Mr. Rreutman. A portion of it, or how much ? 

Colonel Brown. A portion of it. 

Mr. Rreniman. All right. 

Colonel Brown. And Commander Foley asked that I show it to the 
Chief. 

Those were the words he used—the Chief referring to Colonel 
Carow. 

Captain Ketcham and I went down to Colonel Carow’s office, showed 
him the abstract, showed him we were faced with this possibility, that 
we had arrived at a low bidder on this abstract, the Bailey Engineer- 
ing Co.; the facility survey was not all-inclusive, and also that the bid 
was an all-or-none bid. 

We were faced with rejecting this bid and going to the next low 
bidder that we felt might have the capacity and might have the 
know-how, namely the Hollinger Corp., approximately $7 higher, or 
a total cost of $210,000 additional money. 
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When acquan ted with the survey and these other facts, as I recall, 
the words Colonel Carow used—*I see no reason to deny the award 
to the Bailey Engineering Co.,” and we came back to the office and 

Mr. Corrrr. That is all y have to state about it? 

Colonel Brown. Yes. r’. 

Mr. Correr. That is all you recall about it? 

Colonel Brown. Yes. sir. 

Mr. Rreuiman. There is one question I would like to clarify, too, 


he ay rd was prepared. 
| 


dit nk someone will be able to answer it: Were any of the boxes 
ontract which we are referring to ever used in shipment to 
Korea ¢ 
( re (CURRIE. | don't he eve anvone here ‘an answer that ac- 
tely. . but I don’t believe so. not to my k owledge. 


Mr. Rrevuman. If the information 

Colonel Currier. We will devs lop that information. 

Mr. Rreniman. If you would—— 

Colonel Currir. And advise you. 

Mr. Rrenuman. And give it to us, please 

Colonel Curr. Yes, sir. 

Mr. Rrenuman. Thank you very much. 

We want to be fair to everyone. I understand from the counsel 
the Hollinger people have been here all day and heard their box 
discussed pro and con, and we would be very delighted to give the 
ventlemen a couple of minutes if they have anything they want to 
ontr ite to the hearing, or al vthing they would like to say. 

Would you come up and identify yourself, please, for the record ? 

Would you give your name for the record ? 

Mr. Horurmcer. R. H. Hollinger. 

Mr. Rreutman. You haven’t been sworn, have you, Mr. Hollinger? 

Mr. Hotnimncrr. No, sir; I haven't. 

Mr. Rieutman. Do you solemnly swear that the testimony you will 
oive before this committee will be the truth, the whole truth, and 
nothing but the truth. so hi Ip you (sod ? 

Mr. Hotraincer. I do. 

Mr. RreuuMan. All right. 


TESTIMONY OF R. H. HOLLINGER, HOLLINGER CORP. 


Mr. Hoiiincer. Just a minor point: I hate to take up your time, 
but, just for the record, it has been stated here so often, it was 
testified on two separate oct asions—I couidn’t hear all the testimony 
too well during the afternoon—I think Colonel Currie and one of the 
other representatives of the agency both made quite a point of saying 
that at the time of these two bids, one to the Texas Trunk and one to 
the Bailey Co., that our protest was that nobody else could make this 
box but us. 

I would like to clear that point up. 

Our protest was basically that the specification or purchase descrip- 
tion, whatever you want to call it, that was put out was inadequate, 
that it only incorporated physical characteristics—I mean construc- 
tion, the type of material and how it was to be put together, and every- 
thing else, and it had no temperature performance requirements in 
the bid at all. 
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That was the basis of our protest, and we protested by a formal 
letter, in writing, to the agency ; and the first bid, which is the one that 
was awarded to Texas Trunk 

Mr. Correr. I think that is included in the previous hearing, Mr. 
Hollinger. 

Mr. Rreutman. I think that is true. 

Mr. Correr. Your brother testified to that. 

Mr. Hoturncer. Well, I wasn’t present when he testified. I’m sorry. 

I did want to put in that point, though. 

Mr. Correr. Do you have anything else ? 

Mr. Rren_Man. Do you have anything else? 

Mr. Houiincer. Well, a minor thing, as regards to the box they 
tested of ours: It was an earlier model and the type of hinge that was 
used was the type that was specified at that time, and subsequently 
we made approximately, oh, I think 6,000 for the armed services 
medical, with the so-called stop hinge, which is a much stronger 
hinge. 

Mr. RreutMan. Give us a little history about that. That is quite 
interesting. 

Mr. Hoiuincer. Yes, sir. 

Mr. Rrenuman. How old a box is that you have there? 

Mr. Houturncer. Oh, offhand, I would say it goes back to—oh, let 
me think—somewhere probably in 1950. 

Mr. Rreniman. All right; this box was built when? Do you have 
any idea when this Bailey box was built? Last year? 

Mr. Hoturncer. Well, I presume it was built in 1952. I don’t know. 

Mr. RreutmMan. Does the Army now have the same type of box, with 
the same type of hinge on it? 

Mr. Hotirncer. That we make? 

Mr. RieuiMan. Yes. 

Mr. Hoiirncer. Yes, sir. 

Mr. Rrenuman. I would like to ask the Army—— 

Mr. Hotirncer. Very much so. 

Mr. RreutMan. Why they picked these two boxes when they had 
the Hollinger box with the same type of hinge on and not give it the 
same trial. 

Mr. Hoxireer. In fact, we made probably three times as many 
with the same hinges as we did this hinge. 

Mr. Rreutmay. I think this is a very pertinent point, because I 
think it is a distinct disadvantage to your company, or any other, to 
take a box that you built 4 years ago, or 3, and put it against a re- 
ceiltly built box, with a new type of hinge. when you have in process 
and have been making a box with a same type of hinge; and I want 
someone from the Department to give me an answer on that, and 
the committee. I think this is just a little below the belt. 

Colonel Currtr. May I ask something? 

Did you say this box was made in 1950? 

Mr. Hotirncer. To the best of my recollection. It was one of the 
first 2,000 that we built, according to the purchase description. 

Colonel Currme. We have no record of you making a box for us 
before 1951. 

Mr. Hotirncer. Then I may be at fault. 

Mr. Rreniman. We are not going to argue about that, Colonel. 

Mr. Houiincer. Fifty-one. 
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Mr. Rreuuman. We are going to argue about the hinges on this box. 
If you have in your stock somewhere the same type of box, I am going 
to throw out all the evidence that has been put into the record with re- 
spect to these two tests, and you are going to have to do a test over to 
satisfy us with the same type of hinge. 

Now, it is most unfair—— 

Colonel Curriz. May I state this, sir? 

Mr. Rreuiman. Yes, sir. 

Colonel Currie. To my knowledge, this has been conducted fairly, 
and I will search the depots and see if we have boxes with a different 
type of hinge. 

Mr. Rrenuman. All right. 

Colonel Currir. If we have, they will be tested at the time you come 
up. 

Mr. Risu_man. Let’s take a statement from Mr. Hollinger. 

Mr. Hoiuincer. Yes, sir. 

Mr. Rreutman. Do you have boxes of that type which you have 
built with that type of hinge? 

Mr. Houtincer. Do we have them in our possession ? 

Mr. Rieuiman. Yes, sir. 

Mr. Hoxiincger. Not the defense size. We have blood boxes with 
that type of hinge. 

Mr. Rieutman. All right. Does the Army have them? 

Mr. Hoiiincer. They certainly should. We built about 6,000 of 
them. 

Mr. Rieutman. With that type of hinge? 

Mr. Honiuinger. Yes, sir. One contract was for 5,000 with that 
type of hinge. That was the initial box with that. It isn’t a stand- 
ard type of thing, but it was a common determination by the Defense 
Department, by the Red Cross, and by ourselves. 

Mr. Rreutman. Off the record. 

(Off the record.) 

Colonel Currie. Mr. Chairman, this is a 3-inch box. 

Mr. Rrenuman. All right. 

Colonel Currim. As far as I know, this is the box they supplied us. 

Now, you have my assurances. I shall check the depots, and if they 
have a box that Hollinger has furnished us—and I will ask you to give 
us the contract number so that we can refer to that contract number— 
we shall see that it is tested. 

Mr. Rreuuman. Everything I said hinges on exactly that. If the 
box has been produced and it is in your possession, then I say the evi- 
dence we have had will go out the window until they are all tested 
with the same hinges and specifications. 

Colonel Curriz. I agree with you. 

Mr. Rinutman. And I think you will agree with me. 

Colonel Curriz. I agree with you. 

Mr. Rieuniman. Off the record. 

( Off the record.) 

Mr. Rrenuman. Now, back on the record. 

Is there any other statement you would like to make, Mr. Hollinger? 

Mr. Ho.urncer. Offhand, I can’t think of any, sir. 

Mr. Rrenuman. All right. 

Is there anyone else ¢ 

If not, the hearing is adjourned. 

(Whereupon, at 6:20 p. m., the hearing was adjourned.) 





APPENDIX 





Exit 22 


Industrial facility survey of Bailey Engineering Co., Ramsey, N. J., signed 
by Russell C. Weaver, Industrial specialist, Industrial Mobilization and Pro- 
duction Planning Division, ASMPA, Brooklyn, N. Y., January 3, 1952 
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EXHIBIT 23 


Military medical purchase description No. 8 for container, shipping, insu- 
lated, type 1, M—1, stock Noe. 4-186—120, April 16, 1952 


Minirary MepicaAL PURCHASE DESCRIPTION 


Number: 8. 

Date: 16 April 1952. 

Stock number : 4—-186—120. 

Name of item: Container, Shipping, Insulated, Type 1, M-—1. 
Unit: Each. 


1. SCOPE 
1.1 This specification covers insulated shipping containers suitable for 24 


units of whole blood requiring maintenance of temperature between 39° F. and 
50° F. while in transit. 








ee 
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2. APPLICABLE SPECIFICATIONS, STANDARDS, DRAWINGS, AND PUBLICATIONS 


21 The following specifications, standards, and drawings, of the issue in effect 
on date of invitation for bids, form a part of this specification : 


Specifications 


Federal : 
QQ-A-561 Aluminum (AL-2) ; Plate and Sheet. 
QQ-I-706 Iron and Steel; Sheet, Tinned (Tin-Plate). 
QQ-W-452 Wire, Steel; Market. 
TT-C-595 Colors, (For) Ready-Mixed Paints. 
LLL-B-631 Boxes; Fiber, Corrugated (for Domestic Shipment). 
LLL—B—636 Boxes, Fiber, Solid (for Domestic Shipment). 
Military: 
JAN-P-108 Packaging and Packing for Overseas Shipment—Boxes, Fiber- 
board (V-Board and W-Board) Exterior and Interior. 
JAN-P-116 Packaging and Packing for Overseas Shipment—Preservation, 
Methods of. 
MIL—B-131 Barrier-Material; Water-Vaporproof, Flexible. 
Standards—Military : 
MIL-STD-105 Sampling Procedures and Tables for Inspection by At- 
tributes. : 
MIL-STD-129. Marking of Shipments. 
A certified true copy. 
EuGEeNneE L. SHANAHAN, 
Major, USAF. 
Approved: 
{s] J. J. VuTuip. 


Drawings 


Armed Services Medical Procurement Agency. 
1370 Container, Shipping, Insulated, Type L, M-1 (2 sheets). 


8. REQUIREMENTS 


3.1 Material. 

3.1.1 Plywood: Plywood shall be 3-ply, gum or fir, %-inch thick throughout 
for both body and cover sections. 

3.1.2 Fiber. 

3.1.2.1 Vulcanized fiber: Vulcanized fiber shall be of high quality, and of 
the thickness specified hereinafter. The fiber shall have a smooth, calendared, 
homogenous flat surface, and shall be free from wave warp or pit marks. 

3.1.2.2 Plastic coated fiber: Plastic coated fiber shall 0.040 inch all Kraft 
solid fiberboard finished on the outside with gray Celolustre waterproof finish. 

3.13 Hardware: All trunk hardware used in the manufacture of the Whole 
Blood Shipping Container shall be of standard commercial type, stamped or 
formed from cold rolled or hot rolled sheet steel. Dimensions and shape shall be 
adequate for the purpose intended, and as shown on Drawing 1370. Hardware 
shall be free of burs, pins, metal splinters, and rough or sharp edges which might 
be injurious in handling. lardware shail be thoroughly degreased, cleaned. 
and brass plated with the exception of the side handles which may be raw steel, 
heavily galvanized to prevent corrosion. 

3.1.4 Rivets and burs: Rivets and burs shall be of size and shape suitable for 
the purposes intended. Rivets shall be frabicated from rivet grade steel wire 
and riveting burs shall be fabricated steel strip. 

3.1.5 Carbon steel wire: Carbon steel wire shall be 0.125 inch diameter 
forming to finish D of Specification QQ-M-—4382. 

5.1.6 Insulation: Insulation shall be of white, foamed, polystyrene plastic of 
a density of 1.3 to 2.0 pounds per cubic foot, K factor 0.30, or better, with a com- 
pressive strength not less than 20 pounds per square inch. 

3.1.7 Adhesive: Adhesive shall be suitable for making a satisfactory bond of 
the insulation to itself, and the insulation to wood and metal, and shall be water- 
resisting, with little or no deleterious effect on the insulation itself in the method 
used in application. 

3.1.8 Aluminum: Aluminum sheet shall be 0.020 inch thick, half-hard to 
hard, in conformance with Specification QQ-A-561. 


, con- 
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3.1.9 Tin plate: Tin plate shall be in conformance with type 1 or 2, Class 
A or better, grade 1 or 2 of Specification QQ-I-706. 

3.2. General description: Insulated blood shipping containers shall consist 
essentially of an outer trunk-type container of body and hinged cover, made of 
plywood, with a tight-fitting covering of hard fibre. Interior of both body and 
cover shall be completely lined with insulation assembled as specified. Insula- 
tion of body shall be faced with sheet aluminum as specified and insulation of 
cover shall be faced with solid fiberboard, surface finished as specified. Insula- 
tion of both body and cover shall be backed with a moisture-vapor barrier. Con- 
tainer shall be furnished complete with two wire racks for holding twelve units 
of blood each, and an ice can 

3.2.1 Whole blood shipping container: Whole blood shipping container shall 
conform to Drawing 1370 (2 sheets). 

3.2.1.1 Body section: The sheet aluminum facing for the inside of the body 
section of the whole blood container shall cover all four vertical surfaces and 
the bottom. Each side wall sheet shall be cemented to the insulation behind it 
and shall underlap by at least 14 inch the aluminum sheet of an adjacent side 
wall, if made of separate sheets for each wall. If made of a single sheet, over- 
lap at joint shall be at least 4% inch. Each wall shall also be flanged 90° out- 


ward at the top for a distance of not over 4 inch for a snug fit over the top 
insulation. The bottom shull consist of an aluminum sheet, corner cut and 
i ged up approximately 4% inch on all four sides, so that it will snugly fit 


into the bottom, and shall be securely cemented to the bottom insulation and 
closely adherent to the side walls. The aluminum interior (walls and bottom) 
shall be securely bonded to adjacent panels at all joints to present a leakproof 
interior. The insulation behind the sheet aluminum facing shall consist of a 
3 inch thick foamed polystyrene on all four sides and the bottom, with all joints 
securely cemented, so that all communication with the exterior through the 
insulation is eliminated. A close fitting heat sealed envelope of a moisture- 
vaporproof material conforming to class A of Specification MIL—B-131 shall 
completely surround the insulation inside and outside as shown on Drawing 
1870 and shall be turned in and laid across the insulation at the top. The top 
of the insulation around the entire box shall be faced with a not less than 2% 
inch wide, 4% inch thick frame of monocellular sponge rubber securely cemented 
to the insulation, the turned top of the moisture-vapor barrier, and the top 
flange of the aluminum walls. The foregoing assembly of enveloped insulation 
faced with aluminum sheet shall be of such finished size that it will fit snugly 
into and be closed adherent to the plywood box proper which shall measure ap- 
proximately 2314 inches long by 2344 inches wide and 201 inches deep, inside 
dimensions. The top of this insulation unit shall be flush with the top of 
the plywood exterior box. The interior cubage or storage area inside the fin- 
ished insulated container shall measure 16% inches wide by 16% inches deep (plus 
or minus 14 inch) by 17 inches high (minus zero plus 144), so as to accommodate 
two racks loaded with blood collecting bottles. Racks shall fit snugly within this 
area but shall be easily removed and replaced. The body section of the plywood 
container shall be constructed of 3 ply, % inch plywood panels, and joined at the 
end joints by cement-coated nails of adequate size, at approximately 5 inch 
intervals. The outside shall be covered with approximately 0.017 inch thick 
hard vulcanized fiber. The fiber covering shall originate at a point on the inside 
of the plywood box, approximately 2 inches below the top, shall be securely 
stapled on the inside at intervals not greater than 2 inches apart, around the 
entire box, be drawn on tightly up and around the top, and securely and smoothly 
cemented along all four sides. The outside bottom of the box shall be similarly 
covered with vulcanized fibre. All joints shall be reinforced along their entire 
length with hard vulcanized fiber angle strips, approximately 0.040 inch thick, 
with each side of angle aproximately 114 inches wide. The reinforcing angles 
shall be properly formed prior to setting, and shall be securely tacked with brass 
tacks of sufficient length to clench flush on the inside of the panels. The tacks 
shall be spaced at approximately 114 inch intervals. Bottom corners shall be 
reinforced by conventional corrosion-resisting metal trunk corners attached at 
2 points for each panel and formed with knobs for easy sliding. Corners at top 
ot the body section shall be protected and reinforced with metal corner shoulders 
over which the valance of the lid will fit snugly. 

3.2.1.2 Lid section: The lid shall be hinged to the body of the whole blood 
shipping container and shall be made of plywood of the same grade and thick- 
ness as the body. Inside dimensions of the plywood lid shall be approximately 


921 991 


2314 inches long and 2314 inches wide and 3% inches deep, so that it shall make a 
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proper fit for the body of the container, A 3 inch thick foamed polystyrene square 
shall completely fill the inside of the lid. The insulation shall be completely faced 
by a sheet of solid fiberboard, 0.040 inch thick, finished on the exposed side with a 
gray plastic waterproof finish. The insulation shall be enveloped by a close- 
fitting moisture-vaporproof material conforming to class A of Specification 
MIL—B-131 which shall be jlaid across the back of the insulation around the 
sides and under the fibreboard facinz for a distance of not less than 1 inch on 
each side of the front. The fiberboard shall be well bonded to the insulation 
and the entire unit shall fit snugly into the lid and be firmly secured within the 
lid. A continuous length of a molded sponge rubber gasket, % inch thick and 
1 inch wide, shall be securely affixed and cemented to the fiberboard around the 
entire face in such a position and in such a manner that when the cover is closed, 
the gasket will seat snugly on the rubber frame of the body to form a tight 
seal. The plywood panels constituting the lid shall be joined by cement- 
coated nails of adequate size at approximately 5 inch intervals in a manner 
similar to the body. The outside shall be covered with approximately 0.07 inch 
thick hard vulcanized fiber, cemented to and tightly drawn on the plywood. 
All joints shall be reinforced along their entire length by tiber angle strips, 0.040 
inch thick, in a manner similar to the treatment specified for the body of the 
container. Top corners shall be reinforced by conventional corrosion-resisting 
metal trunk corners at each of the four corners and secured at two points in 
each panel. 

3.2.2. Valance: A valance strip of 20 gage hoop steel, black enameled, approx- 
imately 1 inch wide, shall completely encircle the bottom of the lid with the 
ends of the valance meeting under one of the hinges. The valance shall be so 
positioned on the lid that it will seat snugly over the metal corner shoulders 
of the top of the body to make the joint between the lid and the body more 
secure. The free edge of the valance shall be rounded so that its cutting edge 
is removed. Valance shall be affixed to the lid by corrosion-resisting nails, spaced 
approximately 4 inches apart. 

3.2.3. Latches: Iwo brass plated draw bolts shall be firmly affixed to the 
front of the box so located that they will pull the lid down securely on the 
body when the box is closed. Length of base plates of draw bolt shall be 
approximately 5% inches total for both sections and draw loop shall be ap- 
proximately 0.175 inch diameter wire. Draw bolts shall be of rugged con- 
struction, and shall be attached by at least two rivets on the valance and by 
headed tacks, clenched on the inside, at least one more point on the cover, and 
at three points on body. Rivet ends shall be headed and smoothly clenched on 
the interior. 

3.2.4 Hinges: Lid shall be hinged to the body by 3 rugged brass-plated 5 
knuckle stay hinges, approximately 44-inch open width, and approximately 
34-inch joint length. Hinges shell be attached by at least 2 rivets on the val 
ance and by headed tacks, clenched on the inside at 2 or more points on the 
cover, and by washer-backed rivets at a minimum of 4 points on the body. The 
degree of stop of the hinge shall be set at approximately 105 degrees in order 
to prevent the lid from falling whei it has been opened for use. 


3.2.5 Handles: Body of the container shall be equipped with 2 chest handles, 
1 at the center of each end, approximately 5 inches from the top. Handles shall 
be of sturdy construction ; base plate shall measure approximately 3 by 4 inches. 
Handhold of handles shall be approximately 4 inches inside measurement, and 
shall be made of approximately ®s-inch diameter wire. Handles shall be steel, 
black enameled, or zine plated, and constructed in such a manner so that they 
lie flat when not in use and will lift only 90° from the flat position. Handles 
shall be affixed by 4 rivets through the holes drilled in the end panels and 
rivets shall be securely and closelv headed over corrosion-resisting steel washers 
on the inside of the body. 

3.2.6 Cardholder: A brass-plated or aluminum frame so constructed that a 
5- by 7-inch instruction card can be easily inserted, shall be affixed to the front 
of the box between the draw bolts. Card holder shall be nailed in place with 
corrosion-resisting nails clenched flat on the inside, 

3.2.7 Clamps: Two brass or brass-plated clamps shall be affixed to the front 
of the box, one on the lid, and one on the body, between the draw bolts. Clamps 
shall be of such size and so located that they can be used as a means of employ- 
ing a wire shipping seal for sealing each shipment of blood. 


43707—-54———19 
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3.2.8 Finish: The color of the fiber shall extend through the sheet, and shall 
conform to color 3412 of specification TT-—C-595, A coat of high-grade spar 
varnish shall be applied over the vulcanized fiber. 

3.2.9 Marking: Two 5- by 7-inch cards, printed in conformance with figure 1— 
Important Instructions (attached hereto) shall be inserted in the cardholder 
affixed to each box: In addition, the legend, “Human Blood Handle With Care,” 
shall be stenciled on top of box and on all 4 sides, in letters at least 2 inches 
high. Lettering shall conform to color 1105 of specification TT—C-595. In addi- 
tion, the following shall be stenciled near the bottom of the front face of the box 
in letters % to % inch high: “Property of U. S. Government, Department of 
Defense.” 

3.2.10 Wire racks: Each blood-shipping container shall be furnished with 2 
wire racks, each rack suitable for holding 12 bottles of whole blood. Racks shall 
be in conformance with drawing 1370. Racks shall be made of 0.125-inch diam- 
eter wire in conformance with specification QQ—-W-482 as specified. Racks shall 
be finished so that there are no sharp ends protruding which may cause damage 
in handling. 

3.2.11 Ice can: One square ice can in conformance with drawing 1370 shall 
be furnished with each shipping container. Can shall measure 7% inches square 
by 15 inches high for a snug but easy fit inside the space provided for it in 
the racks, and shall be made of tin-plated sheet iron 30 gage, 107 pound (0.012 
inch thick) in conformance with specification QQ—I-706. Closure shall be a tight- 
fitting, leakproof, friction fit, plug type, approximately 5 inches in diameter. 
Four tin-plated feet of knobs shall be provided on the bottom of the can, 1 
at each corner, to allow approximately one-fourth inch airspace between the 
bottom of the can and the inside bottom of the shipping container. The top of 
the can shall be equipped with 2 handles securely affixed and large enough 
to comfortably accommodate a man’s hand for easy lifting. Can and cover shall 
be coated inside and out with a suitable hard type corrosion preventive film such 
as type P1 film, specification JAN-P-116. A finish coat of black pigment, either 
separately or part of the corrosive preventive film, shall be applied so that 
entire can, or at least the top half, presents a dark heat-absorbing surface. 

3.3. Workmanship: Workmanship shall be first class throughout. Insulated 
shipping containers shall be free from defects which detract from their appear- 
ance or may impair their serviceability. 


4. SAMPLING, INSPECTION, AND TEST PROCEDURES 


41 Sampling: Unless otherwise specified, samples shall be submitted in ac- 
cordance with instructions furnished by the procuring activity. In addition, 
inspection at contractor’s facility by inspector shall be conducted in accordance 
with standard MIL-STD-105. 

4.2. Inspection: Inspection may be made throughout the entire process of 
manufacture. The passing as satisfactory of any detail of construction or mate- 
rials shall not relieve the contractor of responsibility for faulty workmanship 
or materials which may be discovered at any time prior to final acceptance. 
Final inspection of the finished article shall be made either at point of pro- 
duction or at point of delivery designated in the contract or purchase order of 
procuring agency. In case of factory inspection, every facility shall be af- 
forded inspectors, by the manufacturer, for the prosecution of their work. 

4.3 Test: Tests shall be conducted in accordance with the applicable speci- 
fications, as necessary, to determine compliance with this specification. 


5. PREPARATION FOR DELIVERY 


.1 Packaging: Domestic and overseas. 
1.1 Unit packaging: One container, as specified, constitutes 1 unit. 
» 


5. Packing. 

.1 For domestic shipment: Each unit shall be overpacked in a solid fiber- 
board or double-faced corrugated fiberboard carton, of appropriate size and de- 
sign, constructed in accordance with Specification LLL—B-631 or LLL—B-636. 
Each carton shall be adequately secured to prevent accidental opening. 

5.2.2 For overseas shipment: Each unit shall be overpacked in an exterior 
container designed for type 2 load, and constructed in accordance with specifica- 
tion JAN—P-108. Closure and strapping shall comply with appendix thereto. 

5.3 Marking: Shipping container shall be marked in accordance with stand- 
ard MIL-STD-129 and ASMPA marking instructions. 





rere EN ae LS 


INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 277 


IMPORTANT INSTRUCTIONS ! PROTECT AGAINST HEAT AND COLD 


Keep blood in this container at a temperature between 39° F. And 50° F. 
en route. The shipping container should be prechilled and the ice can com- 
pletely filled with chipped ice just prior to transportating blood. When properly 
packed, the shipping container will maintain an adequate temperature for 
24 hours under favorable conditions. If the container is exposed to outside 
temperatures exceeding 85° F. Or if the time in transit exceeds 24 hours, the 
ice receptacle must be refilled with chipped ice. 

Container packed: Date____-- 

Container reiced: Place 
pete... 
Hour 


Figure 1 
Note.—‘‘Important Instructions” shall be set up in large bold face type. The 
copy underneath shall be set in smaller face except for the lines headed “Con- 


tainer packed” and “Container re-iced.” Contractor shall submit a proof of 
above for approval prior to final printing. 


Dun & Bradstreet reports of November 19, 1951, and May 29, 1952, re Bailey 
Engineering Co. 
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Exnisir 24B 
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EXHIBIT 25A 


Preaward Survey of Texas Trunk Co., Inc., San Antonio, Tex., dated May 29, 
1952. 
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EXHIBIT 25B 
ASMPA-MD CVT:be 
27 JUNE 1952. 
MEMORANDUM 
To: Chief, Purchases Division. 
Subj.: Survey Report on Texas Trunk Co., Inc., San Antonio, Texas. 
Ref.: (a) 2nd Memo Ind ASMPA-MD to Chief, Pur. Div., dtd 29 May 52, on 
ASMPA-BS No. 5 basic memo dtd 23 May 52. 

Reference (a) recommended subject firm for placement on the bidders’ list for 
item 4-186-120, based on preliminary telephone report from surveying officer. 
The written report has been received and is forwarded herewith in confirmation 
of reference (a). 

C. V. TIMBERLAKE, 
CDR MSC USN Asst. Chief, Materiel Standards Div. 

Encls.: 1. INM ltr dtd 25 Jun 52 w/encls. 2. ASMPA-—MD ltr to INM dtd 
23 May 52. 

Concur in above memo. 

Max H. Brow, 
Lt. Col., MSC, Chief Contracting Officer. 


ExHIBir 25C 


NAVY DEPARTMENT, 
SUPERVISING INSPECTOR OF NAVAL MATERIAL 
AND INSPECTOR OF NAVAL MATERIAL, 
Houston 14, Tervas, 26 June 1952. 
Reply in duplicate and refer to 7A: RBS: sma QM/Texas Trunk Co., Inc. 


From: Supervising Inspector of Naval Material. 
To: Armed Services Medical Procurement Agency, 
84 Sands Street, 
Brooklyn 1, New York. 
Subj.: Pre-Award Survey. Texas Trunk Co., Inc., San Antonio, Texas. 
Ref.: (a) ASMPA Itr ASMPA-—MD to INM, Houston, of 23 May 1952. 
Encl.: (1) Report. 
(2) Balance Sheet. 
1. Enclosures (1) and (2) are forwarded in compliance with reference (a). 
CaRL J. LAMB, 
R. B. SMITH, 
(By direction). 
Exuipsir 25D 


2nd Memo Ind on ASMPA-BS#5 basic memo dtd 283 May 52 re Texas Trunk 

Co., Inc., San Antonio, Texas 
ASMPA-MD 2nd Memo Ind. CVT: be 
ASMPA, Materiel Standards Division, 20 May 1952 
To: Chief, Purchases Division. 

1. Based on preliminary information received this date by telephone from 
Mr. Craig Matthews, Development Contract Representative for INM, Houston, 
‘Texas, subject firm is recommended for placement on the approved bidders’ 
list for item 4-186—-120—Container, Shipping, Insulated, Type 1, M—1, subject to 
final approval upon receipt of detailed information 

2. Detailed financial status will be included in written report of survey to 
follow later. Financial status should be determined prior to placing large con 
tract. 

3. Preproduction samples will be required on this contract. 

C. V. TIMBERLAKE, 
CDR, MSC, USN, 
Asst. Chief, Materiel Standards Div. 
Incl.: 1. Prel. Rept. dtd 29 May 52 
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Exuipit 25E 
May 29, 1952. 


PRELIMINARY SurRvEY Report ON Texas TRUNK Co., INC. 


Mr. Craig Matthews, Development Contract Representative for INM, Houston, 
Texas, telephoned this date and gave the following information on plant survey 
of Texas Trunk Company, Inc.: 

Firm has a very good record with government procurement agency. Never 
delinquent on a contract. The Navy has had a number of contracts with them 
and has found them to be satisfactory. 

Some of the workers have had special training in a refrigeration school and are 
familiar with problems of the Shipping Container. 

They can follow terms of specification exactly. They have had previous limited 
experience in refrigeration boxes—limited but definite. 

They have good sources of supply for all necessary materials. Do not antici- 
pate any difficulty in this respect as firm is well known to the suppliers. 

Inspector feels very definite that they can produce the Shipping Container 
in less than the required time. 

Can begin production and ship within six weeks as many of the required 
materials are on hand. 

Firm has good inspection of its own. 

96 people employed. Have had 200 during last war on government contracts. 

There is an adequate labor supply force available through government em- 
ployment office. Has good labor relations. 

Equipment: Adequate. Firm will not require additional machinery to begin 
work. Equipment already available and in good condition; adequately powered. 
Layout of shop appears to be quite adequate. Their commercial business is of 
fair size. 

No additional financing by the government will be required. 

Inspector has procured financial statement. Firm is an organization of approxi- 
mately % million. At end of last year, their capital investment amounted to 
$371,276.24. 

Inspector would recommend Texas Trunk Co., Inc., as a supplier on basis of 
survey. 


ExHrpits 26A ANp 26B 


Memorandum for the record by Col. Howard F. Currie, Deputy Chief, ASMPA, 
Brooklyn, N. Y. re procurement of standard blood-shipping containers for Fed- 
eral Civil Defense Administration, noting authority received by Col. Carow, Chief, 
ASMPA, from Mr. Earl Grove, FCDA to modify ASMPA purchase description 
No. 8, dated April 16, 1952, for stock No. 4-186—120, to make exceptions for mark- 
ing and packaging. Memorandum dated May 29, 1952, and modification for 
purchase description attached. 


Exnisit 26A 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY 


OFFICE OF THE Deputy CHIEF oF AGENCY 


29 May 1952. 
MEMORANDUM FOR THE RECORD 


Subject: Procurement of Standard Blood-Shipping Containers for Federal Civil 

Defense Administration—PI 05205592 

1. Confirming his telephone conversation of yesterday with Dr. Alsever of 
FCDA, Colonel Carow this date, spoke to Mr. Earl Grove, FCDA via telephone 
and received verbal authority to modify the subject PI to provide for the pro- 
curement of the standard blood-shipping container in accordance with ASMPA 
Purchase Description No. 8, dated April 16, 1952, for stock No. 4-186-120 with 
the exception of the marking and packaging. 

2. This action modifies the FCDA original request for a container with a 2-inch 
instead of 3-inch insulation. It was recommended in line with the basic agree- 
ment between ASMPA and PCDA that in all but a few exceptional instances, the 
FCDA would procure standard Medical Department items; to permit inter- 
changeability of stock between FCDA and the Armed Services in the event of a 
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future emergency; to permit savings in procurement to accrue to both Agencies 
by virtue of combination of military services requirements with those of FCDA; 
and to provide the FCDA with a blood-shipping container which by virtue of its 
better insulating properties provides a greater margin of safety in transporting 
human blood. 

3. Representatives from FCDA were assured that in view of the quantity of 
the present procurement and the increased competition expected on this item, it 
was believed that the better container could be obtained at a price within the 
amount they had estimated for the cheaper items. Both Dr. Alsever and Mr. 
Grove were in accord with the reasons cited above. Specifications Branch was 
instructed this date to release subject PI for procurement of the standard item 
except for the marketing and packaging. 

[Ss] Howarp F. Currig, 
Colonel, USAF (MOC), 
Deputy Chief of Agency. 
ce: Chief, Buying Section 5, Specifications Branch. 





ExHIsit 26B 


MILITARY MEDICAL PURCHASE DESCRIPTION 
Number: 1. 
Date: 29 May 1952. 
Stock number: NS- CD YV-156. 
Name of item: Container, Blood Shipping, Type 1, M-1. 
Unit: Each. 

Nxcept as specified below, shall be in strict accordance with Military Medical 
Purchase Description No. 8, dated April 16, 1952, for Stock No. 4-186-120— 
Container, Shipping, Insulated, Type 1, M-1: 

3.2.9 Marking: Delete in its entirety and substitute: 

“3.29 Marking: The legend ‘Human Blood, Handle With Care’ shall be 
stenciled on top of the box and on all four sides in letters at least 2 inches high 
in red conforming to color 1105 of Specification TT-C-595. In addition, the 
following legend shall be stenciled near the bottom of the front face of the 
box in letters of the same coloring, 14 to 3% inches high: 

‘Property of the Federal Civil Defense Administration.’ ”’ 

5. Preparation. for Delivery: Delete in its entirety and substitute: 

“5. Preparation for Delivery. 

“5.1 Packaging and packing: One (1) container as specified constitutes one 
unit. Each unit shall be adequately protected to prevent marring or scratching 
while in transit. 

“5.2 Marking: Shipping container shall be marked with stock number, name 
of item, name and address of consignee and consignor, and contract number 
(QO. I. number when shown) or purchase order number as shown on procurement 
document. The required information shall be placed on water-resistant ship- 
ping tags which shall be securely affixed to the container.” 


ExHisits 27A AND 27B 
Notice of change in invitation and bid, amendment No. 1 to invitation No. 


MPA-30-287-—md-52-1857, giving effect to change in purchase description No. 
8, notice of change dated June 5, 1952. 


EXHIBIT 27A 


ARMED SERVICES MEDICAL PROCUREMBNT AGENCY, 
84 Sands Street, Brooklyn 1, New York, 5 June 1952. 


(Address Reply To Chief, Armed Services Medical Procurement Agency, And 
Refer To ASMPA.) 
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NOTICE OF CHANGE IN INVITATION AND BID—AMENDMENT NO. 1 
Notice is hereby given that the following Invitation and Bid: 


Invitation No. MPA-30—287-—md-52-1857 
Date Issued: 4 June 1952 
Opening Date: 16 June 1952 


is amended as follows: 


Delete stock No. 4-186—120 for Item 1 and substitute in lieu thereof the follow- 
ing: NS-4 CD V-156 

On Continuation Sheet, Page 3, delete “Shall be packaged, packed, and marked 
as indicated in the Modification Sheet, to Purchase Description”, and substitute 
in lieu thereof the following: . 


Shall be packaged, packed, and marked as indicated in Purchase Descrip- 
tion No. 1 dated 29 May 1952, attached hereto. 


Delete Page headed “CD V-—-156 Container, Blood Shipping,’ and substitute 
above mentioned Purchase Description No. 1 dated 29 May 1952. 
In all other respects the above Invitation and Bid is to remain the same. 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY. 


ExuHIBIT 27B 
MILITARY MEDICAL PURCHASE DESCRIPTION 


Number: 1. 

Date: 29 May 1952. 

Stock Number: NS-4 CD V-156. 

Name of Item: Container, Blood Shipping, Type 1, M-1. 
Unit: Each. 

Except as specified below, shall be in strict accordance with Military Medical 
Purchase Description No. 8, dated 16 April 1952, for Stock No. 4-186—-120—Con- 
tainer, Shipping, Insulated, Type 1, M-1: 

3.2.9 Marking: Delete in its entirety and substitute: 

“3.2.9 Marking: The legend ‘Human Blood,’ Handle With Care’ shall be 
stenciled on top of the box and on all four sides in letters at least 2 inches high 
in red conforming to color 1105 of Specification TT—C-—595. In addition, the 
following legend shall be stenciled near the bottom of the front face of the box 
in letters of the same coloring, 14 to *4 inches high: 

‘Property of the Federal Civil Defense Administration.’ ’ 

5. Preparation for Delivery: Delete in its entirety and substitute: 

“5. Preparation for Delivery. 

‘5.1 Packaging and packing: One (1) container as specified constitutes one 
unit Each unit shall be adequately protected to prevent marring or scratching 
while in transit. 

“5.2 Marking: Shipping container shall be marked with stock number, name 
of item, name and address of consignee and consignor, and contract number 
(O.I. number when shown) or purchase order number as shown on procurement 
document. The required information shall be placed on water-resistant shipping 
tags which shall be securely affixed to the container.” 


EXHIBIT 28 


Abstract of bids opened June 20, 1952, on invitation for bids No. MPA-30—287- 
md—52-1857 for 33,750 containers, shipping, insulated, type 1, M-—1, stock No. 
NS-4-CD V-156. 
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ARMED SERVICES MEDICAL PROCUREMENT AGENCY 
04 SANDS STREET 
BROOKLYN | NEW YORK 


Sheet Mo. 1 of __7___ Sheets 


Tea ued: 4 June 1952 


Ope ned: 220 June 1952 
10200 A.K. DST 


Invitation seat to 70 Bidders Invitation for Bide Ne. MPA-S0-287 ad- S2-1857 


a’ 





ABSTRACT OF BIDS 























BID NAME OF BIDDER TERMS EXCEPTIONS DELIVERY 
NO. AND FEMARKS OFFERED 
ACCRPTANCE 
1. American Luggage Works, Inc., 469 Elmwoofi Avenue, /Providence, R.I. LS days 
2. Railey Fngineering Co., Island/Rd., Ramspy, N.J. 30 days 
2. The John Corp., 163 Ashland avqnue, Buffplo 22, NJY. 60 dys 
4. Glascock Bros. Mfg. Co., W. Figth Street, Muncie, |Indiana 30 days 
5. The Hollinger Corp., 3634 S. il 1 Prive, ArJington, Va. 10 days 
6. Huron Chrome Products, Marion, }Incis 15 days 
7. dller mfg. Co., Pratt Oval, Glen Cov N.Y. 15 days 
8. Para "quipment Corp., 3 ' anv i G, N.Y. 10 cays 
Plymold Corp., Mill & Canal Stweet: , S. oO days 
Ranney Refrigerator Co. ic in 30 days 
The Rauchbach Trunk é ° Francis $treet, Newark 5, N.J. oO days 
Reider Bros., 3915 Powalton Av delphia Uj, Pa. 10 days 
Robins & Rurke, Inc., 29 Landgdowne reet, Cambyidge 39, Mass. 30 days 
Texas Trunk Co. ne., lo2k h eda, San Ant@nio, Texas 30 days 
United States ay, FalljRiver, Nass. 20 days 
Woodmasters, Inc., 923 Old Nepperiian Aven hs Ye 10 days 
Zephyr Product ‘ 60 days 
Michigan 90 days 
Wheary, Inc., 5 is 30 days 


June 28 1952 
APPROVED FOR CIIIEF OF AGENCY 


. hig ipl” = 
. r. MSC e a 
. |The Bailey Bngineseine ase pan POR § DAY Ae-requrested 


cla {inc. { 1.& - - - «/This price if offered og [/).-+-., 

> ¥ an all or none basts, andj .,;:¥ ies 
is based on specificationB ~s+.~.7 
as furnished. (SRE LRTTRI,. ‘». 


Keffer * 
aranng/ PLS Sst 








BI 


no. 
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ARMED SERVICES MEDICAL PROCUREMENT AGENCY 
#4 SANDS STREET 
GROOKLYN 6 MEW YORK 


Sheet Wo. 2 of __]__Sheets 


Teoued:__y_ June 1952 


ABSTRACT OF BIDS 


Invitation seat to 70 Bidders Invitation for Bide No. MPAeSO-287 md- 52-1557 










EXCEPTIONS 





UNIT DELIVERY 





















sitcietiacoruaad PRICE — AND .REMARKS OFFERED 
ITEM 1 |CONTINUED 
The John Bunn Corp., FOB ORIG 
41.00 
The Glascock Bros. Mfg. Co. FOB ORIGIN Net DO per month 
38.50 stafting © days 
after contract. 
The Hollinger Corp. FOR ORIG] in 60 days 
ho x An ay 38.59 to be chmpleted by 


The container is identical to Blood 
transport container - 2] bottle - 
manufactured by us and ip the only 
accepted unit in current] use as a 
standard supply by the Aperican Ka- 
tional Red Cross for Natfonal Blood 
Program daily blood trangportation 
conditions and meets the/ refrigera- 
tion capacity of shipping cases re- 
“quired for transport of blood under 
Liinimum Requirements of National In- 
stitutes of Health. 





















AS 


ssupaeatU &3} ofr 49 
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ARMED SERVICES MEDICAL PROCUREMENT AGENCY 
84 SANDS STREET 
BROOKLYN | NEW YORK 


Sheet No. i of __7 Sheets 


Iesuea:__4 June 1952 re 
ABSTRACT OF BIDS 
Opened:__20 June 1952 
19:00 a.M,. DST 


Invitation sent to 70 Bidders Invitation for Bide Neo. MPA-SO-287 m §2-1857 








EXCEPT N 
N AN REMAR 6 
ITEM 1 CDNTINUED ROM SHEET| NO. 2 
6. | Huron Chrome Products FOR ORIGIN 3% = 20 §,000 unit or 
38.95 month starting ¢ 
days fram date of 
contract. 
7.| Miller Mfg. Co. FOB ORIGIN 3% - 2 2,000 - [9/30/52 


3,500 = [10/31/52 
40.9% oan - hae 
5,590 = /11/28,/'52 
Completq@ within 
3 month |thereafter. 






8.| Para Equipment Corp. FOB ORIGIN 3% = 2 


35-50 


259 daily - 8/20 
300 daily - 9/20 
BALANCS [AT THE RATE 
OF 300 per day until 

y 
comlete@. 


WILL BE SHIPPED FROM: 


Fluvanna, Janestown, N.Y 
Yonkers, N.Y. 


ITEM 1 [CONTINUED ON SHEET JNO. 4 
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ARMED SERVICES MEDICAL PROCUREMENT AGENCY 
$4 SANDS STREET 
BROOKLYN | MEW YORK 


Sheet Mo. 4 of _7__shects 


Iesued:__4 June 1952 


20 June 1952 
10:00 A.M. DST 


ABSTRACT OF BIDS 
Ope ned : 


Invitation sext to 70 Bidders Invitetjon for Bids Ne. MPA-SO-287 md- 52-1857 













EXCEPTIONS 
AND REMARKS 






NAME 





F BIDDER 


9. Plymold Corp. 





10. | Ranney Refrigerator Co. To commence 45 days 


32.98 after recejpt of con- 
tract at the follow- 
ing rates: 

2,000 fins} 30 days 
4,000 next|30 days 
6,000 per month there- 
after unti] completion 
of contract. 





ll. The Rauchbach Trunk & Lug- 
gage Co. 


FOB ORIGIN 1% - 20 To begin days after 

33.17 receipt of|contract or 
notice of award. Com- 
pleted in months ther 
after 








ITEM 1 PONTINUED| ON SHEET NO. 5 
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ARMED SERVICES MEDICAL PROCUREMENT AGENCY 
#4 SANDS STREET 
GROCKLYN . NEW YORK 


Sheet We. 5 ___ of __7_ _Shects 


lee ued: 4 June 1952 
ABSTRACT OF BIDS 
Opened:__20 June 1952 
10:00 A.M. DST 











Invitation seat to JO Bidders Invitetion for Bids Se. MPA-SO-287 md~52-1857 
mig NAME OF BIDDER ony TERM —— 
NO. ICE AND REMARK ER 
QM SHEET} NO. 4 
12. | Rieder Bros. G Net 
ele e-- -- 10,000 
wle wo « @ «lo 5,000 
500 per ek starting 
90 days ter award. 
Insulation furnished will} be 
Dow Styrofoam 22, 
13., Robbins & Burke, Inc. OB ORIGIY 1% - 20 
-|---- 30,000 
40.05 -|- - -- 5,000 
1500 or more per 
month. Hirst ship- 
ment September 1, 
1952 
144 Texas Trunk Co. Inc. OB ORIGIB $ of 1% 30,000 ati the rate 
35.13 - 20 of 2,500 ach per 


month until com- 
pleted. Pelivery to 
start 45 Hays after 
receipt af notice of 
award. 





ITEM 1 CONTINUED ON [SHEET NO./6 





43707—54 — 20 
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ARMED SERVICES MEDICAL PROCUREMENT AGENCY 
#4 SANDS STREET 
BROOKLYN | NEW YORK 


7 


Sheet Ho. 6 of Sheets 





este 4 June 1952 


ABSTRACT OF BIDS 
Ope ned ; 20 June 1952 


10:00 AeM. DST 
Invitation seat to 70 Bidders Invitetion for Bids Ne. MPA-S0-287 md- 52-}857 


BIC _ UNIT EXCEPTIONS DELIVERY 
N 7 RIC +o AND REMARKS OFFERED 


ITE! 





















~ 


United States Trunk Co. Inc. 9B ORIG on to start 
BO days after 
rate of 1500 
per week as 


tn 


* Made to specification except using 
hard fibre covering instead of Vul- 
canized Fibre Covering. 


Made to specification excppt using 
6 mil. Polyethylene for the moisture 
vaporproof berrier. 


Made to specification with both 
exceptions as outlined inj Alternate 


fi anc &. 


We assume that this case is not 
subject to any excise ps, as 
none are included in our Quotation. 
(SEE LETTER FOR ALTERNATE) BIDS) 


16. | Woodmasters Inc. 

commencing 
after RECO 
commencing 
after RECO 
commencing 
after RECO 
thereafter, 


SHEET NO. 7 


ASuPaclT), Ret OCT 
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ARMED SERVICES MEDICAL PROCUREMENT AGENCY 
4 SANDS STREET 
BROOKLYN . MEW YORK 


7 7 








Sheet He. oft Bots 
Seseni 4 June 1952 
ABSTRACT OF BIDS 
Ope ned: 20 June 1952 
10:00 A.M. DST 
Invitation sest to 70 Bidéere Invitation for Bide Me. MPA-S0-087 nd- 52-1857 


UNIT EXCEPTIONS DELIVERY 
NAM 
S OF Cree PRICE AND REMARKS OFFERED 


Zephyr Products Co. 
; ae Bee ; 7/2u/d2 


5,000 or less 
30,000 


Wheary Ino. 





asupa-17}) &-3 OCT 49 
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INSTRUCTIONS TO CONTRACT WRITERS 


sid No. MPA—30-287-—md-—52-1857. 

Item No. 1. 

Stock No. : 4-186-120. 

Contractor’s name: Bailey Engineering Co., Inc. 


EXCEPTIONS TO PURCHASE DESCRIPTIONS 


Specifications: As per Purchase Description No. 8 dated 16 April 1952 except 
add the following paragraphs : 

Par. 3.4. Performance: When tested as specified in 4.3.1. a temperature of not 
less than 39° F. and not more than 50° F. shall be maintained for not less than 
24 hours at an air ambient of 90° F. in each of the bottles under test. 

Par. 4.31.1. Performance Test: The container shall be loaded with 24 bottles 
of the type used to collect whc\e blood which are filled with water and pre- 
cooled to 40° F. Thermocouples shall be placed in at least 1 bottle of the upper 
layer and 1 bottle of the lower layer in order to record the temperature of 
the water during the test period. The Ice can shall be loaded with chopped 
ice to full capacity and the container shall be closed as for shipment. It shall 
then be placed in a test chamber maintained at an air ambient of 90° F. with 
mechanically induced external slowly moving convection current. 

This covers quantity of 3,750 only on OIN—42688. 


EXHIBIT 29 


Letter from L. H. Bailey, Bailey Engineering Co., Ramsey, N. J., to First 
National Bank of Oradell, Oradell, N. J., requesting use of facilities of bank in 
the event contract for manufacture of blood shipping containers was awarded 
to Bailey Engineering Co., June 238, 1952. 


THE BaILey ENGINEERING Co., INC., 
Ramsey, N. J., June 23, 1952. 
First NATIONAL BANK OF ORADELL, 
Oradell, N. J. 
(Attention: Mr. John Knierim. ) 

GENTLEMEN: On Friday, June 20, 1952, this company entered a bid on invita 
tion No. MPA—30-287-ind-—52-1857, with the Armed Services Medical Procure- 
ment Agency, Brooklyn, N. Y., to manufacture 30,000 blood shipping containers, 
stock No. 4-186-120. Our price for this item was $948,000, or $31.60 per unit. 
As you know, we have manufactured several thousand containers similar to this 
previously. It is estimated that it will tuke a period of approximately 1 year 
t«. complete this contract. This company will be in need of financing to some 
extent during various periods of that year. 

Commander Crain, of Armed Services Medical Procurement Agency, telephoned 
this morning requesting proof that we would be able to successfully finance the 
manufacture of this item. We would like to be able to assure Commander 
Crain that your bank would be willing to assist us in the event we were awarded 
this contract. 

May we make use of the facilities of your bank in the event of such an 
award 

Yours very truly, 
L. H. Battery. 


ExHIBIT 30 


Letter from John J. Knierim, president, the First National Bank of Oradell 
Oradell, N. J., to the Bailey Engineering Co., Ramsey, N. J., re financial assist- 
ance available to company in event Bailey is successful in procuring another 
order from Armed Services Medical Procurement Agency, June 24, 1952. 
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at & 


THE First NATIONAL BANK OF ORADELL, 
Oradell, N. J., June 24, 1952. 
The BAILEY ENGINEERING Co., 
Ramsey, N. J 
(Attention of Mr. L. H. Bailey.) 


GENTLEMEN: Replying to your letter of the 23d instant, please be advised that 
we feel that we can successfully assist you with your financial problems in 
the manufacture of blood-shipping containers, as we have done in the past, 
should you be successful in procuring another order. 

The facilities of our bank are at your service at all times. 

Very truly yours, 
JOHN J. KNIERIM 


EXHIBIT 351 


Report on financial status of Bailey Engineering Co., signed by Lt. Comdr 
H. L. Crain, Chief, Price Analysis Branch, Armed Services Medical Procurement 
Agency, Brooklyn, N. Y., June 26, 1952. 


Date: 21 JUNE 1952. 
52-1857 
Memorandum to: Chief, Price Analysis Branch. 
Subject: Request for Financial Status. 
1. Name of Contractor: Bailey Engineering Co. 


2. Approximate amount of contemplated award: $1,066,500.00. 


Signature: M. F. CaRNry. 
1st Memo Ind. 


Date: 6/26/52. 
To: Miss Carney. 
Contractor’s maximum contractual limit etal *$1, 148, 000. 00 
Outstanding on contracts as of 6/9/52___- ca Dh 26, 085. 00 
Net additional amount contractor’s financial condition permits 1, 121, 965. 00 


I 
2. 


1 $948,000.00 of above limit is financed by 1st National Bank of Oradell * * * letter 
lated 6/24/52 for the above award. On this basis it is felt that contractor can handle 
‘ontemplated award 


H. L. CRAIN, 
LCDR, MSC, USN, 
Chief, Price Analysis Branch. 


EXHIBIT 32 


Memorandum from Lt. Comdr. H. L. Crain, Chief, Price Analysis Branch, 
Armed Services Medical Procurement Agency, Brooklyn, N. Y., re telephone con- 
ersation with John T. Knierim, president, First National Bank of Oradell, 
Oradell, N. J., re financing of Armed Services Medical Procurement Agency 
ontract with Bailey Engineering Co., Ramsey, N. J., June 27, 1952. 

JUNE 27, 1952. 


MEMORANDUM FOR THE RECORD 

Summary of telephone conversation : 

This date I called Mr. John T. Knierim, president of the First National Bank 
of Oradell, N. J., relative to a letter he wrote to the Bailey Engineering Co., 
of Ramsey, N. J., in which Mr. Knierim indicated that the bank was willing to 
finance contract on which the Bailey Engineering Co had entered a bid. Pur- 
pose of call was to ascertain whether or not Mr. Knierim was aware of the size 
of contract. Mr. Knierim told me that he understood the contract was in the 
neighborhood of $948,000 and reiterated that his bank was interested in financ- 
ing the contract in case Bailey Engineering Co. was the successful bidder. 


H. L. Crarn, 
LCDR, MSC, USN, 
Chief, Price Analysis Branch. 
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EXHIBIT 33 


Letter from John J. Knierim, president, First National Bank of Oradell, Ora- 
dell, N. J., to Bailey Engineering Co., Ramsey, N. J., offering to “place our 
facilities at your disposal,” July 1, 1952, 


THE First NATIONAL BANK OF ORADELL, 
Oradell, N. J., July 1, 1952. 
BAILEY ENGINEERING Co., 
Ramsey, N. J. 
(Attention of L. H. Bailey.) 

GENTLEMEN: We are indeed happy to learn of your success in receiving the 
contract for manufacturing shipping containers for whole blood, stock No. 
4-186-120. 

We understand that this contract is in the amount of $1,066,000. 

May we again reiterate our desire to place our facilities at your disposal? 

Very truly yours, 
JouN J. Knregm™M, President. 
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ExHIsBit 34 


Laboratory sampling instructions, signed by Lt. Col. L. H. Schwab, Armed 
Services Medical Procurement Agency, Brooklyn, N. Y., to Assistant Inspector 
ef Naval Material, Passaic, N. J., re blood shipping containers being manufac- 
tured by Bailey Engineering Co., Ramsey, N. J., under contract No. AN-30-287- 
md-—42687, August 8, 1952. 
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ExHrsit 35 


VB-5 Serial: OIN-42687 4186-120 JBK: MFC: ejm 
OcTOBER 22, 1952. 
Re Contract OIN-42687, Stock No. 4-186-120, Container, Shipping, Insulated, 
Type 1, M-2 
The BarLey ENGINEERING Co, 
Island Road, Ramsey, N. J. 
(Attention: Mr. L. H. Bailey.) 

GENTLEMEN: Reference subject contract, permission is hereby granted to sup- 
ply subject item with modifications outlined in your letter dated October 2, 1952, 
since changes suggested by you are considered equal or superior to that required 
by the current purchase description. No change in price is recommended. 

It is requested that sample shipping container be furnished as soon as possible. 

Very truly yours, 
J. B. KercHamM, 
Lt., USAF (MSC), 
Contracting Officer. 
ec: InsMat. Laboratory. 

A Certified True Copy: 

[s] M. Kramer, 
Lieut., MSC, USN, ASMPA. 
29 Jury 1953. 


ExHisIts 386A AND 36B 


Memorandum of December 30, 1952, from Col. R. M. Bynum, Jr., Chief, Supply 
Division, Office of Army Surgecn General, Washington, D. C., to Chief, Armed 
Services Medical Procurement Agency, Brooklyn, N. Y., re memorandum of De- 
cember 22, 1952, from Gen. Wayne R. Allen, Assistant Chief, Procurement Divi- 
sion, Office of Assistant Chief of Staff, G-4, Department of the Army, Washing- 
to, D. C., to the Army Surgeon General, recommending that application for V-loan 
hy Bailey Engineering Co., Ramsey, N. J., be disapproved. 


Exuisit 36A 

MEDDE-B 400.14 

Subject: Application for V-Loan—Bailey Engineering Co., Inc., Ramsey, New 
Jersey. 

To: Chief, Armed Services, Medical Procurement Agency, 84 Sands Street, 
Brooklyn 1, New York. 

From: TSG. 

Date: 30 Dec 52. 

Comment No. 2. 


Basic DF is forwarded for your information and for compliance with the re- 
quest contained in Paragraph 4. In this connection your attention is invited 
to letter from this office dated 22 December 1952, subject: “Guaranteed Loans,” 
and inclosure thereto. 

For the Surgeon General: 


RoBeERT O. WHITMORE, 
Captain MSC. 
R. M. Bynum, Jr., 
Colonel, MSC, 
Supply Division, 
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ExHIsit 36B 


DISPOSITION FORM 


File No. G4/E1. 
Subject: Application for V-Loan—Bailey Engineering Co., Inc., Ramsey, New 

Jersey. 

To: Surgeon General. 
From: G-—4. 

Date: Dec. 22, 1952. 
Comment No. 1. 

1. Reference is made to application of the subject contractor for a guaranteed 
loan in the amount of $100,000, with a 90% guarantee by the Army. 

2. This office considers that the items being manufactured by this contractor, 
being of a more or less simple nature, are not sufficiently critical to the National 
Defense to justify the Army taking the calculated risk in this instance. There- 
fore, this office has recommended to the Comptroller of the Army that the subject 
application be disapproved from an essentiality of procurement standpoint. 

38. The contract which has been awarded this company seems to be out of line 
with its financial ability to produce. The company shows a net worth of only 
$74,000, working capital $6,000, and holds a contract for $1,066,000 with the 
Armed Services Medical Procurement Agency. The pre-award survey should 
have brought these matters to the attention of the contracting officer and they 
should have been seriously considered before determining this contractor quali- 
fied for the contract which had been awarded. 

4. It is requested that this be brought to the attention of the Armed Services 
Medical Procurement Agency with the request that in the future contracting 
officers be governed by instructions contained in APP 1-357 in the selection of 
contractors. 

By direction of the Assistant Chief of Staff, G-4: 

(Signed) W. R. ALLEN, 
Brigadier General, GS, 
Assistant Chief, Procurement Division. 
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EXHIBIT 37 


Laboratory report with final decision on report by Lt. J. B. Ketcham, con- 
tracting officer, Armed Services Medical Procurement Agency, Brooklyn, N. Y., re 
plood-shipping containers manufactured by Bailey Engineering Co., Ramsey, 
N. J., January 13, 1953. 


Leboratory Report mo. 


ARMED SERVICBS MBDICAL PROCUREMENT AGBUCY 
84 SANDS STREET, BROOKLYN 1, NEW YORK 








LABORATORY REPORT 65438 
j amples Received F Sample Receipt wo. 
Assistant Inspector of Neval Material i5 WB 


72 Broadway 
Passaic, Ne Je 


Date Sampled 















S Wane and Address Contractor Purchase Order No. 


“The Bailey Engineering Co. 


Invitation or Requisition No, 






Island Roed Office identifying mo. 
Remeey, BH. J. 42688 Tally- « 8072 
k NO. and Womenc lat ure Unit of Issue 
4-186-120 Container, Shipping, Inmlated, Type 1, M-1 Each 


Sh ag Quantity (to del Quantity 
ecaer fe Destination Lot Numbers in Shipment Shipped of Each Sampled of 


seit hell Air Forée 
= . ee 
| lactated 



























ALFRED ¥. EYER 
th. 2 Captain, MC, USN 
the havetita— Chief, Materiel Stés. Div. 


lst Ind. to IMM, Passaic, No. J. 1/13/53 






Recommend Acceptenes provided shipment is sereened and field inspeetion finds 
that defective reeks are replaced. 


fF AGENCY 








R-28 OCT 4? 
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FrnoinGs OF LaBoraTory BRawcn 


3 Samples comply with specifications 


Samples vary from requirements of specifications as follows: 


Specification Requires: 


PeDe #6 - 16 april 1952 


Finish D of QQ-¥-432 
(Zine Coated) 


Gasket shall be securely 
affixed end canented to the 
fiberboard. 


Racks shall be in accordance 
with Drawing 1370 


*Can and cover shall be 

coated inside and cutside 
with corrosion resisting 
film* such as type P-l << 


/af T. ¥. GOULD 


Laboratory Findings: 


Cadmium Plated 


Acheh-2 Lid Sestion 
Rubber gasket is not securely cemented to the fiber 
board. 


v « Semples have parallel wires of base holders 
2 5/16" apart end will not properly accept the 
bl dottles. (Bottles will not seat on the bottan 
of the saek). 


Ae2eld Jeo Cap 
Top of can end eover does not have corrosion msisting 
fila of specified type 


Comment: Deviations noted in pars 3.1.5, 3.2.1.2 and 
3e2ell should be eorrected in future deliveries. 
Recommend aeceptance provided shipment is screened 


end field inspection finds that defective racks are 
replaced, 


Jaf Le B. SCHWAB, LT. COL., MO 7 Jan 1953 





5 December 1952 


lived Technical Reviewer 


Laboratory Officer 
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ExuHieir 38 


Laboratory sampling instructions to inspector of naval material, Houston, Tex., 
signed by Lt. Col. L. H. Schwab, Armed Services Medical Procurement Agency, 
Brooklyn, N. Y., re inspection of — shipping containers manufactured by 
Texas Trunk Co., San Antonio, Tex., January 28, 1953. 
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ExHrsit 39 


Laboratory report with final decision, signed by Lt. Col. J. B. Ketcham, con- 
tracting officer, Armed Services Medical Procurement Agency, Brooklyn N Y 
re blood-shipping containers manufactured by Bailey Engineering Co., Ramsey, 
N. J., February 13, 1953. 7 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY 


| 84 SANDS STREET, BROOKLYN 1, NEW YORK 
| _ — 


P 
x 
6 


LABORATORY REPORT 




















mples Received — 
AINM | 
72 Broadway 
Passaic, New Jersey 
N@ uJ be 
The Bailey Engineering Co. LL 
Island Rd. | 
Ramsey, New Jersey 
NS-.CD V-156 Container, Blood Shipping, Type 1, Ml 
— — —— — ——— — . — + 
T t + Lot : 4 tach 108 
Civilien Defense 2 1 
4 } | : 
| | | 
pee =e 4 
| | 
i 6 | bl ctintenete Ri Bice S J 
AMEN WN us s 1 ae 


SEE REVERSE SIDE 


/s/ TIMBERLAKE 


| ALFRED W. EYER, CAPTAIN, MC, USN 
I : CHIEF, MATERIEL STANDARDS DIV. 


i i 


} - am NR . — 


TO: Asst. Inspector of Naval Material, 72 Broadway, Passeic, New Jersey 13 Feb.1953 


l. Accepted. Sample is considered suitable; deviations on reverse side should 
be corrected on future shipments. 


/s/ _3.B. KETCHAM 





13 Feb. 1953 J.B. KETCHAM, LT. USAF, MSC } 


ate ature 











acm 
e-24 ” 
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INSULATED 


comply with specifica 


Requile 


P.D. #8 16 april 1952 





"Gasket shall be securely 
affixed and cemented to the 


fibre board 


First Class 











Date Kece! 


27 Jan 1953 


veo 
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INGS OF LABORATORY BRANCH 





32241.2 Lid Section - Gasket not securely cemented 


to the fiber board; may be removed with slight effort. 


3-3. Workmanship- Lid hinges are easily deformed, 


and after initial deformation (backwards) the increased 
bending force on the hinge when the lid is opened. 
causes further deformation. 


COMMENT: Sample is considered suitable; deviations 
cited should be corrected in future shipments. 


RECOMMEND ACCEPTANCE 
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Exursit 40 


Sales bulletin, by Industrial Products Division, Klintkote Co., re Flintkote 
adhesives for styrofoam, March 26, 1953. 


FLINTKOTE INDUSTRIAL PropucTS DIVISION SALES BULLETIN 
No. 67 (revised); Date: March 26, 1953 


(Notice: The recommendations for use of Flintkote Industrial Products, are 
based on tests believed to be reliable. However, since such use is beyond our 
control, we do not guarantee the results to be obtained.) 


FLINTKOTE ADHESIVES FOR STYROFOAM 


Flintkote adhesives Nos. 749, N-13-HPC, and 70 reported satisfactory for 
bonding styrofoam to itself, metal, wood, and masonry. 

Tests at the Flintkote Research Laboratory, and at an independent testing 
organization plus actual field installations indicate that the following three 
Flintkote adhesives have utility for bonding styrofoam effectively and at low 
cost: Flintkote N-13-HPC; Flintkote No. 70 emulsion; and Flintkote No. 749 
rubber cement. 


Styrofoam 

Styrofoam is a snow-white multicellular foam produced by expanding poly 
styrene. It has excellent thermal insulation properties, is very light in weight, 
und is easily worked (cuts or trims with ordinary power or hand woodworking 
tools). Styrofoam is made by the Dow Chemical Co., Midland, Mich., and is 
available nationally. 

Because of these properties, styrofoam is an ideal material for use in con 
structing insulated areas, from large refrigeration rooms to small insulated 
containers. It is for these types of uses that the aforementioned Flintkote 
adhesives are specially designed. 

Either Flintkote No. 70 emulsion, N-13—HPC, or No. 749 rubber cement may be 
used in bonding styrofoam to itself, brick, concrete, metal, or wood. 

Flintkote No. 70 emulsion 

A large refrigerated area was recently constructed in the New York vicinity 
with styrofoam as the insulation and Flintkote No. 70 as the adhesive. The 
procedure followed is described generally in Flintkote technical data sheet No. 
I-C 217, entitled “Cold-room insulation application.” Finished results indicated 
the work was 100 percent satisfactory, according to reports from the applicator. 

Independent laboratory evaluation of No. 70, to verify its suitability for cold- 
room applications, revealed that the adhesive is satisfactory. ‘The initial bond 
strength of Flintkote No. 70 emulsion is considered good when using a 30-minute 
open time.” And bond strength were apparently satisfactory for this kind of 
work. These tests involved bonding styrofoam to itself, plywood, galvanized 
iron, and concrete blocks. The adhesive was applied by brush. (It can also be 
applied by trowel, dipping, or by spray.) 


Flintkote No. 749 rubber cement 


Also, recently Flintkote No. 749 rubber cement was used as the adhesive for 
styrofoam in the construction of insulated whole-blood transit cases. In this 
application No. 749 was used te adhere styrofoam to itself and to aluminum foil. 
It was brush applied. 

Because of the very low water permeability of either styrofoam or aluminum 
foil, it was found desirable on this job to coat both opposing surfaces with No. 
749, allowing the adhesive film to dry for an hour or two, and then combining. 
In this way, a maximum amount of the vehicle in this adhesive (water) is given 
the opportunity to escape, yet the surfaces can be readily combined because of 
the natural tackiness of a partially dried out film of No. 749. 

In this manner bonds of maximum strength, and completely satisfactory for 
this application, have been obtained. 

Independent testing laboratory results for Flintkote No. 749 rubber cement 
indicate that the adhesive can be expected to provide excellent bonds to wood 
and masonry. Where styrofoam is to be bonded to itself or to metal, No. 749 
is reported satisfactory if (1) application is limited to small areas (relative to 
the total area joined) and/or (2) the applied film is allowed to at least partially 
dry out (the procedure followed in the job reported above). Either of these 
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techniques are recommended where styrofoam is to be bonded to an impervious 
surface—where the vehicle escapes slowly and only a minimum amount should be 
allowed to be entrapped. 

These tests also indicated that No. 749 has good water resistance. The tests 
were conducted by bonding styrofoam to itself, metal, wood, and masonry—by 
trowel application. (No. 749 could also be readily applied by brush, dipping, or 
spray.) 

In general, field and laboratory results to date appear to indicate that No. 749 
«ives the highest strength bonds and has the highest overall quality features, of 
this group of three Flintkote styrofoam adhesives. 

Flintkote N-13—HPC 

The Flintkote Research Laboratory and an independent testing organization 
have also confirmed the suitability of Flintkote N-13-HPC as a styrofoam 
adhesive. 

These evaluations found that N-13-HPC was very similar to No. 749, except 
its water resistance was not as high. N-13—HPC is also very similar to No. 70, 
except that a longer open time should be allowed, i. e., N-13—HPC does not set 
ip as fast—surfaces coated with adhesive cannot be combined as soon. 

N-13-HPC can be trowel, brush, dip, or spray applied. 


Rate of coverage 


Coverage requirements of any of these adhesives will naturally vary depending 
on (1) the adhesive selected, (2) desired application method, and (3) the type 
of surfaces to be combined. Generally, a heavy brush coat is satisfactory, applied 
to both opposing surfaces. This usually amounts to a total coverage of 2 to 4 
gallons per 100 square feet—or about one-half as much per surface. 

lhe applicator is advised to work with small test areas to determine the method 
and coverage rate most suitable to his particular requirements. 


General 


All of these Flintkote adhesives are emulsions—dispersions of hydrocarbon 
solids in water. N-13-HPC and No. 70 are asphalt-in-water emulsions and are 
of very low relative cost. No. 749 is a dispersion of asphalt plus rubber in a 
water medium and is higher in cost than the other two adhesives in this group. 
In any event, all three adhesives, being water base, are particularly suitable 
for bonding styrofoam because “solvent bonding is not recommended as solvents 
for styrofoam attack it readily and cannot be controlled.” ” 

All three of these adhesives dry to a black, opaque film. 

“Adhesives should be selected to augment specific properties of styrofoam in 
the application, i. e., where the foam is exposed to water or water vapor, obvi- 
ously, a waterproof adhesive should be used.”*? In this regard, while No. 749 
has excellent water resistance, when it is to be contacted continuously with or 
immersed in water, thorough testing of its suitability should be made. 


Other adhesives 


If special color requirements (other than black) are to be met, or other special 
conditions are required, the Flintkote Co. also offers a complete line of adhesives 


rom which a suitable selection can probably be made. 


EXxHisir 41 


Memorandum for record by Balentine R. Smith, Commodity Specialist in 
charge of packing section, Armed Services Medical Procurement Agency, Brook- 
yn, N. Y., re barrier material to be used in blood shipping container, May 1, 1953. 

MEMORANDUM FOR RECORD 
1 May. 


Subject: Barrier Material to be used in Blood Shipping Container. 
Lt. Ketcham of the Purchases Division called this date, relative to the require- 


ments of barrier material to be used in the blood shipping container. Lt. 
Ketcham was informed by Mr. Smith that a barrier material conforming to 


*As quoted from Dow Chemical Co. literature on this subject. Reference to this data 
by the applicator should be profitable. 
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JAN-—B-131 was specified and this material would have to be used in the form of 
a bag both inside and outside of the insulation material of the container. 

Lt. Ketcham also inquired if the use of asphaltic compound could be consid- 
ered as complying with the specification. Lt. Ketcham was then informed that 
it could not be construed in any manner that asphalt compound would meet the 
requirements of existing specifications. 

B. R. SMITH. 

J. B. KercHam, 

Capt., USAF (MSC), 
Contracting Officer. 

A certified true copy: 

EvuGENE L. SHANAHAN, 
Major, USAF (MSC). 


ExXHiBits 42A—426 


Memoranda of May 1, 1958, by Armed Services Medical Procurement Agency 
personnel re omission of vapor barrier bag in blood shipping containers being 
manufactured by Bailey Engineering Co.: 

(A) Memo from Comdr. C. V. Timberlake, Chief, Material Standards Division, 
to Chief, Purchases Division, recommending investigation of apparent deviation 
from specification. 

(B) and (C) Two memoranda by Capt. J. B. Ketcham, contracting officer, 
Armed Services Medical Procurement Agency, re deviation from specifications 
in production samples not found in samples submitted for tests by Agency lab 


Exnutisit 42A 


ASMPA-MSP RS: JPR: JJV: dh 

1 May 1953. 
Memorandum to: Chief, Purchases Division. Attn.: Chief, Buying Section 5. 
Subject: Stock No. 4-186-120, Container, Shipping, Insulated, Type 1, M—1. 

1. A member of the Specifications Branch (Mr. Robert Simon) observed on a 
visit to Bailey Engineering Co., on April 30, 1953, with representatives of the 
Purchasing Division (Col. Max Brown, Capt. James Ketcham and Lt. John F. 
Curley), that the moisture-vapor barrier used in the fabrication of subject item 
did not appear to be of the type specified. There is no record in specifications 
files indicating that contractor requested, or that the Purchases Division per- 
mitted, deviation from specifications concerning this requirement. 

2. It is, therefore, recommended that appropriate investigation be made to 
determine whether the moisture-vapor barrier contractor is supplying on subject 
item conforms to class A of military specification MIL—B-131A. 

C. V. TIMBERLAKE, 
COMDR, MSC, USN, 
Chief, Materiel Standards Division. 


Vote.—This memo is incorrect. The undersigned was the first to observe that 
the Specification Moisture Vapor Barrier was missing from the boxes (see memo 
for record this date). Mr. Simon was very reluctant to discuss the matter with 
the Contractor, and told Colonel Brown that he was not sure exactly what the 
Spees did require on this point. 

J.B. KETCHAM, 


ExuHIpir 42B 
RECORD OF CONVERSATION WITH CONTRACTOR 


Date: 1 May 1953. 
Contractor: Bailey Engineering Co. 
Bid Number(s): 
OIN Number(s): 42687. 
Stock Number(s): 4NS-CD-V-156. 
Type of conversation: Phone X. 
Brief summary of conversation (Reported to Col. Brown this date, as per his 
instructions on 30 April on the Specification requirement for Moisture-Vapor- 


43707—54 21 











308 INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 


Barrier. Paragraph 3.2.1.1 of P. D. No. 8, dated 16 April 1952 states that an 
actual bag is required. Further, paragraph 3.1.7 requires that the Styrofoam 
be bonded with an adhesive suitable for making a satisfactory bond of the insula- 
tion to itself, and shall be water-resisting.) (It appears to the undersigned 
that the spray job Mr. Bailey offers as the Spec. Barrier is no more than the 
insulation bond required anyway by par. 3.1.7). 

As a result, Col. Brown instructed the undersigned to: 

(a) Call Bailey and advise him that he was not complying with the Speci- 
fications. 

(b) Tell him that all shipments must stop immediately, and none be made in 
the future without the Specified Barrier. 

(c) Tell Bailey that all shipped already on this contract and on OIN-42688, 
w/o the Spec. Bag would be returned at his expense under the Guarantee Clause 
of the Contract. 

(ad) Check the appropriate Lab. Reports and the samples submitted by Bailey 
on both Contracts. 

(e) Advise AINM Passaic of the situation after hearing from Bailey as to 
his explanation for the deviations. 

(f) Find out from Bailey how many have been shipped on each contract, with- 
out the Specified Bag. 

The undersigned concurs in all the above recommended actions. 


[s] J. B. KercHam. 
A certified true copy: 
EuGeNE L. SHANAHAN, 
Major, USAF (MSC). 


ExHrsit 42C 
REcORD OF CONVERSATION WITH CONTRACTOR 


Date: 1 May 1953. 

Contractor: Bailey Engineering Co. 

Bid number(s): 

OIN number(s): 42687. 

Stock number(s) : NS4-CD-V-156. 

Type of conversation: Phone or Visit XX. 

Brief summary of conversation: R’cd memo from Chief, Mat. Stds. Division. 
Took same to Col. Brown and reported the following: 

(a) We had attempted to reach Bailey by phone and were advised that he 
was unavailable until the morning of 4 May 1953 (in Detroit). 

(6) As of this date, a total of 13,934 units had already been shipped on this 
contract. 

(c) A check of the laboratory files indicate that a Bag was in the production 
sample submitted on this contract. (The lab. no longer has the sample avail- 
able.) (LR #87517, TI #10109). 

(d) A check of the laboratory files on OIN-48268 indicates the Pre-production 
sample on this contract had a Bag. This sample is still in the Agency in Specs. 
Br. (LR #85438, TI #8072). In the opinion of the undersigned both the Con- 
tractor and the INM have some explaining to do on this fact. Namely, that the 
samples are not representative of the actual production. 

Col. Brown then stated that he had been reflecting on this problem, and that 
he did not feel that he should assume the full responsibility for stopping ship- 
ments as had been previously agreed upon. Instead, we were to: 

(a) Get contractor’s reasons for the omission of the bag. 

(b) Arrange for samples from destinations and subject them to performance 
tests to see if the substitute used by Bailey was satisfactory. 

(c) Hold up definitive action on return of units pending results of these 
tests, and wait for Col. Angell before stopping shipments. 


{[s] J. B. Ketonam. 


A certified true copy: 


Evucengr L. SHANAHAN, 
Major, USAF (MSC). 








ee 


Te 


— 


~~ ae 


ae 


= 


ELLE LD AT I TE 


INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 309 


Exuisits 43A ANp 43B 


A. Memorandum of May 5, 1953, by Capt. J. B. Ketcham, contracting officer, 
Armed Services Medical Procurement Agency re telephone conversations be- 
tween Commander Ford, Oflice of Naval Material liaison officer at Armed Serv- 
ices Medical Procurement Agency, and Lieutenant Commander Foley, assistant 
inspector of naval material, Passaic, N. J., re variance between normal production 
and samples submitted by Bailey Co. to Armed Services Medical Procurement 
Agency labs for inspection and tests. 

Bb. Memorandum by J. B. Ketcham to assistant inspector of naval material, 
Passaic, N. J., dated May 6, 1953, forwarding instructions for future inspection. 


EXHIBIT 432 
5 May 1953. 
MEMORANDUM FOR THE RECORD 


Subject: Blood Shipping, Container—NS-4-CD-V-156. Contract OIN-42687/8 
with the Bailey Engineering Co. 

1. Enumerated herein are the high points of telephone conversation, this date 
between the undersigned, Cdr. Ford (ONM Liaison Officer at ASMPA), and LCDR 
Foley, AINM, Passaic, New Jersey. 

2. Following Mr. Bailey’s visit to ASMPA this date, and his statement that 
the omission of the Barrier Bag occurred because he thought that his Company 
had requested and subsequently obtained clearance of this from Specs. Branch, 
the undersigned felt the AINM, Passaic was very much at fault in this entire mess. 
Consequently, the undersigned briefed Cdr. Ford on the entire situation, and rec- 
ommended that Cdr. Ford contact AINM, Passaic with the objective of removing 
the Field Inspector on the contract. 

3. Cdr. Ford called Cdr, Foley at approximately 1030 hours, and gave him an 
outline of what had occurred. The undersigned was also in on the phone con- 
versation. The following points were stressed to Cdr. Foley : 

(a) By the Contractor’s own admission, all shipments on both contracts have 
gone forward without the Specification Moisture Vapor Barrier. 

(b) A sample submitted to ASMPA on OIN-42688 on 4 December 1952 (S. R. 
#15 JJB), Tally-in #8072 was received with the Specification Moisture Vapor 
Barrier. 

(c) A sample submitted to ASMPA on OIN-42687 on 22 January 1953 (S. R. 
#10 WM), Tally-in #13109 was received with the Specification Moisture Vapor 
Barrier. 

(d) Contract admitted that samples were not representative of material 
shipped. 

(e) Contractor had neither requested nor been authorized this deviation from 
Specs. by ASMPA,. 

4. Cdr. Foley, upon being advised of this matter as enumerated above, stated 
that he would have to look into the matter, and would call back as soon as 
possible. 

5. Cdr. Foley called back within the hour and apparently talked with Cdr. 
Ford. The undersigned was not available. Essentially, here is Cdr. Ford’s recol- 
lection of what Foley said : 

(a) The field inspector, Mr. Murdock, came on the job after the initial pre- 
production sample had been pulled on OIN-42688. The field inspector thus was 
unaware of the fact that the pre-production sample on OIN-42688 did have the 
specified Barrier. 

(b) The field inspector also advised Cdr. Foley that the production sample 
submitted on OIN—42687 did not contain the specified Barrier. Consequently, 
in as much as this production sample was approved by ASMPA Lab., the Inspector 
felt this was an approval of the Contractor’s substitute spray barrier. 

(c) That in the opinion of AINM, Passaic, the substitute being used was more 
than satisfactory and there was nothing to be excited about. 

(d@) That the request made during the previous conversation between Ford, 
Foley and Ketcham, that all shipments be stopped was not warranted by the facts. 

6. When Cdr. Ford relayed these comments, it was determined to call Cdr. 
Foley again, as follows: 
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(a) That ASMPA will not put a stop on shipments from Contractor’s plant, 
pending outcome of further discussion and action here, and pending outcome of 
performance tests to be conducted on samples pulled in from destinations already 
shipped. 

(b) That all future shipments, until final decision is reached, must be made 
under the USN Stamp, rather than under the Anchor Stamp. 

(c) That we verified with ASMPA Lab. that sample received on OIN-42687 did 
have the Specification Barrier. (Cdr. Foley, in touch with his Field Inspector, 
stated that this was impossible—that the Inspector had the sample in his pos- 
session at the plant and it did not have the Bag—further that the Inspector 
followed the box right through the entire manufacturing process and was certain 
there was no bag—further that AINM had a letter from the Contracting Officer 
under date of 16 March authorizing the omission the Bag and approving a sample 
without same.) 

7. It subsequently developed, with more questioning, that Cdr. Foley was in 
error on the following: 

(a) The box the Inspector had was one of two the contractor brought into 
the Agency on 15 March for approval of the addition of a chain for the lid. This 
was the external trunk only. 

(b) The Inspector could not be telling the truth when he stated that he fol- 
lowed the sample on OIN-—42687 through all phases of production. 

(c) The letter AINM received from the Contracting Officer was written on 
15 March and referred to the addition of a chain only. 

8. Cdr. Foley was told by the undersigned that all the points discussed in these 
conversations would be confirmed by phone. 

A certified true copy. 

EvuGENE L. SHANAHAN, 
Major USAF (MSC). 
J.B.K. 


ExHIBiT 43B 


PB-5 OIN-42687 JBK/MFC: mr 
6 May 1953. 
To: Assistant Inspector of Naval Material, 72 Broadway, Passaic, New Jersey. 
Reference: (a) Contract OIN 42687, Bailey Engineering Co., Stock No. NS-4 
CD V-156, Container, Blood, Shipping, Type 1, M-—1. 
(b) Memo from Chief, Materiel Standards Division, ASMPA, dated 
1 May 1958. 
(c) Letter from Contractor, dated 4 May 1953. 
(d) Telephone conversations on 5 May 1953 between the under- 
signed, Cdr. Ford of ASMPA, and Cdr. Foley, your office. 

1. Copies of references b and c above are transmitted herewith for your infor- 
mation, as Inclosures Nos. 1 and 2 

2. This letter confirms agreements reached via reference d as follows: 

(a) Shipments on subject contract after 5 May 1953 will be made only under 
the USN Stamp rather than the Anchor Stamp. 

(b) ASMPA has advised the contractor verbally on 5 May 1953 that he 
assumes full responsibility for any charges incurred as the result of return of 
any units on subject contract. 

(c) Action has been initiated to request samples from destinations on subject 
contract, as well as from OIN 42688. These destination samples will be sub- 
jected to performance tests to determine whether the non-specification Moisture- 
Vapor-Barrier provided by the contractor is suitable for the purpose intended. 

(d) ASMPA has further advised the contractor that if samples fail to pass 
these tests, all units shipped on both contracts will be returned, for replace- 
ment with the Specification Moisture-Vapor-Barrier. 

(e) In addition, contractor has been told that should the samples be found to 
comply with the performance requirements, a suitable price adjustment must 
be offered the Government to compensate for the omission of a specification 
requirement. 

3. A careful check of the records at this Agency indicates that the samples 
submitted by your Field Inspector (one in each contract) both contained the 
Specified Moisture-Vapor-Barrier. The contractor confirmed same verbally to 
the undersigned on 5 May 1953. Information is therefore requested as to on 
what authority your Field Inspector released shipments of units without the 
specified Barriers. 
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4. Contractor has been advised that as of 5 May 1953 he assumes full respon- 
sibility for continuing shipments without the specified Barrier, pending the 
outcome of the above cited performance tests. 

J. B. KercHaM, 
Capt. USAF (MSC), 
Contracting Oficer. 

2 Incis.: Memo Chf. Mtl. Stds Div. dtd. 5/1/53; Ctrs. ltr. dtd 5/4/53; ee: 
Cdr. Ford, Chf. Mtl. Stds. Div. 

A certified true copy: 

[s] Evanne L. SHANAHAN, 
Major USAF (MCS8), 
Contracting Officer. 


Exuipir 44 


Memorandum for the record dated May 8, 1953, by Robert Simon, materials 
engineer and A. A, LaRussa, mechanical engineer, Armed Services Medical Pro- 
curement Agency, stating that modifications of Purchase Description No. 8 
granted to the Bailey Engineering Co. exceeded specification requirements, and 
that a container constructed with these changes will in no way be inferior to 
the originally specified item nor will it result in any monetary savings to the 
Bailey Co 

(Modifications do not pertain to inclusion or omission of moisture-vapor bar 
rier bags.) 


ASMPA-MSP RS: rk 
8 May 1953 
MEMORANDUM FOR THE RECORD 


Subject: Stock No. 4-186-120, Container, Shipping, Insulated, Type 1, M-—1. 

1. In accordance with instructions from Dr. Eyer received 15 April 1953, the 
following review and analysis is made of the modifications to Purchase Descrip 
tion No. 8 dated 16 April 1952 which were granted to Bailey Engineering Com 
pany on contract OIN 42687 for subject item : 

Par 3.1.1 Plywood: Bailey Engineering furnished 10 cycle plywood which 
exceed requirements of the specification at no increased cost to the government. 
The specification as written only requires commercial grade for which no cycling 
tests were required. A check by this office of various manufacturers of plywood 
indicates that the average incre proximately 
s0.03 per square foot which represents an increased cost to the manufacturer 

i 





sed cost for 10 cycle ply wood is al 


of $0.72 


r shipping container 


e 
3.2.1.1 Vulcanized Fiber: We added a requirement that the specific gravity 
be 1.20 to 1.30. This was in excess of the minimum value listed in ASA stand- 
ard C59.20—1949 as 1.15 

3.1.2.2. Plastic Coated Fiber: We added a requirement that the plastic coated 
Kraft solid fiberboard be waterproof type 

3.1.3 Hardware: Specifications require that hardware have a brass plate 
Bailey Engineering was permitted to supply shipping container with commer 
cial zine-plated hardware which costs approximately 2 percent more than brass 
plated hardware. Attention is invited to the fact that commercial zinc-plated 
hardware will pass a minimum 24 hour salt spray compared with approximately 
12 hours for brass-plated. 

8.1.5 Carbon Steel Wire: Specification required racks to be fabricated of 
zine-coated 0.125 diameter steel wire which was not a standard gage. Instead, 
we allowed the use of 11 gage wire (0.1205) which the manufacturer has coated 
after fabrication of wire racks. This is considered a superior method of fab 
rication, since all spot welds and wire ends are thus protected. The cost of 
plating each rack,is approximately $0.28 as compared to a savings of $0.05 per 
rack for the use of uncoated wire in lieu of zinc-coated wire. Net increase in 
cost to the manufacturer for each rack is $0.23 or $0.46 per container. 

3.2.1.1 Body Section: We increased the requirement for thickness of vulcan- 
ized fiber from 0.017 to 0.018 inch. In lieu of tacks for the assembly of the box, 
the contractor offered to supply box assembled with stitched zinc-coated wire, 
double clinched flush on the inside of the panels. The strength of this method 
of assembly is considered at least equal to that of the specified method. No 
savings to Bailey as a result of using wire in lieu of tacks is involved. Cost of 
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the tacks replaced by stitching is approximately $0.17 per box. Cost of wire 
for stitching box is also approximately $0.17 per container. 

3.2.1.2 Lid Section: Lid section was improved by extending the solid water- 
proof Kraft fiberboard to cover completely the plywood edges as well as the 
insulation. 

3.24 Hinges: We required the hinges to be attached to lid by washer-backed 
rivets, two of which shall pass through both valance and plywood and the balance 
shall pass through plywood. This resulted in a superior hinge mount since pre- 
viously the specification required rivets on valance only and tacks to plywood 
of lid. 

3.2.3 Latches: We required the attachment of draw bolts by rivets and burrs 
only. Previously we had allowed the use of headed tacks clinched on the inside. 

2. The laboratory indicated that the stay hinges were not sufficient, so that 
stay chains on each side were added to help support the cover in the open 
position. The stay hinges were recommended by Hollinger in lieu of lever type 
stay joints because these tore at the styrofoam insulation. Hollinger recom- 
mended 2 hinges; however, the Specifications Branch specified three stay hinges 

3. The changes noted in the preceding paragraphs exceeded specification re- 
quirements and were offered by Bailey Engineering at no increased cost to the 
government. A container constructed with these changes will in no way be in- 
ferior to specified item nor will it result in any monetary savings to the Bailey 
Engineering Company. 

[s] Rosert SrMon, 
Materials Engineer. 

[s] A. A. LaRussa, 
Mechanical Engineer. 





EXHIBIT 45 


Telegram from Capt. J. B. Ketcham, contracting officer, Armed Services Medi- 
eal Procurement Agency to Assistant Inspector of Naval Material, Passaic, N. .J., 
ordering immediate suspension of all future shipments of blood containers from 
Bailey Co. pending further investigation by ASMPA, May 15, 1953. 


[Joint messageform] 


From: Armed Services Medical Procurement Agency, 84 Sands Street, Brooklyn 

1, New York. 

To: Assistant Inspector Naval Material, 72 Broadway, Passaic, New Jersey. 
Date-Time Group: 5/15/53. 

Security Classification: Unclassified. 

Action: Routine. (X) Original Message. 

Cryptoprecaution: No. 

Info: Reference contract OIN-42687. Bailey Engineering Co. Stock No. NS 
4CDV156. P. I. 05205592/C. Effective immediately. All future shipments on 
subject contract must be stopped pending further investigation by this agency. 
It is requested that your office report confirmation by return T. W. X. AS well 
as aggregate total of units shipped by contractor as of this date. 

A certified true copy: 

[s] M. Kramer, 
2 Lt. MSC. USN. 
Drafter’s Name: J. B. Ketcham. 
Symbol: PB-No. 5 
Security Classification: Unclassified. 
Releasing Officer’s signature: [s] J. B. Ketcham. 
Official Title: Capt. USAF, MSC Contracting Officer. 


Exureits 46A Ann 46B 


Memorandum of May 18, 1953 from Lt. Comdr. P. F. Foley, Assistant Inspector 
of Naval Material, Passaic, N. J., to Armed Services Medical Procurement 
Agency, stating that production inspection of containers was based upon tem- 
porary Classification of defects and the Armed Services Medical Procurement 
Agency laboratory report on defects found in samples submitted. Lt. Comdr. 
Foley states that classification of defects was based upon a completed con- 
tainer, and, thus, inspection was made only on completed containers. 
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Exutnir 464A 


DEPARTMENT OF THE NAVY, 
ASSISTANT INSPECTOR OF NAVAL MATERIAL, 
Passaic, N.J., 18 May 1958. 
Address reply in quadruplicate to Assistant Inspector of Naval Material and 
refer to A4: MMP: am OIN—42687; Bailey Eng. 
From: Assistant Inspector of Naval Material, Passaic, N. J. 

To: Armed Services Medical Procurement Agency, New York (ASMPA-PB-—5). 
Subj.: Contract OIN-42687 with Bailey Engineering Co.; Stock No. NS—4—CD- 
V—156, Container, Blood, Shipping, Type 1, M-1; Summary of Inspection. 
Ref.: (a) ASMPA Itr ASMPA-PB-5/OIN-42687 Serial #83311 of 6 May 1953 

(b) Laboratory Report #87517 of 22 January 1953. 
(c) ASMPA Dispatch 151714Z. 
Enel.: (1) Classification of Defects used for Inspection of Blood Containers 


1. The inspection of all production on Contract OIN—42687 was based upon 
temporary Classification of Defects (enclosure 1), and the laboratory report, 
reference (b). Due to our method of inspection using the classification of de- 
fects, the barrier bag was not a point of inspection. The classification of de- 
fects was based upon a completed unit, as inspection was to be conducted on a 
call basis. In this manner inspection could be done on a lot basis without de- 
stroying any units. It was assumed that the laboratory inspection would 
disclose any discrepancy in construction not visible on the completed unit. No 
initial check of the purchase description with actual production was ever made 
by this office. 

2. In the production run on the previous contract, OIN—42688, a sprayed bar- 
rier was utilized throughout. It is our inspector’s belief that the lot of two 
units, one of which was selected for normal sampling on the second contract, 
contained a sprayed barrier. Therefore, upon receipt of the laboratory report, 
reference (b), he assumed that this type of construction was acceptable. How- 
ever, it is reiterated that we neglected to check the original purchase description 
with actual production run. 

3. The first shipment of two units was made to FCDA, Washington, D. C. It 
is the inspector’s belief that these units, including one from the original lot 
sampled, contained a sprayed barrier as well as all subsequent shipments. 

4. The classification of defects is being reviewed to determine where changes 
should be made to give a more thorough inspection of the completed unit. 

5. This office has complied with the balance of instructions, reference (a), 
and the complete cessation of shipments as instructed by reference (c). 

{s] P. F. Fo.ey. 

Copy to: SUPINSMAT New York, INSMAT Newark (4), Br. 62. 

A certified true copy : 

EUGENE L. SHANAHAN, 
Vajor USAF (MSC). 


ExHIsit 46B 
CLASSIFICATION OF DEFECTS USED FOR INSPECTION OF BLOOD CONTAINERS 
Major 101. Insulation missing 
102. Rubber gasket missing 
Minor A 201. Insulation not cemented to walls 
202. Hardware missing 
203. Rubber gaskets not cemented 
204. Rivets or staples missing 
205. Inside dimensions 167%+%& square by 17’ 
206. Container not varnished 
207. Instruction cards missing (2) 
208. Ice can missing 
209. Wire racks missing 
211. Cover or handles missing from can 
212. Rack not zine plated 
213. Welding incomplete 
214. Can not painted 
Minor B_ 301. Marking missing 


, 


+14 deep 
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OXHIBIT 47 


Memorandum from Capt. J. B. Ketcham, contracting officer, Armed Services 
Medical Procurement Agency, re phone conversation with L. H. Bailey of Bailey 
Engineering Co., Ramsey, N. J., May 19, 1953 


RECORD OF CONVERSATION WITH CONTRACTOR 

19 May 1953 
Bailey Engineering Co. 
OIN—42687 
Stock No. NS-4—CD-V-156 
Phone Conversation 

Mr. Bailey of subject company called the undersigned to explain why he had 
not visited this Agency, as per his promise of 15 May. Mr. Bailey stated that he 
did not feel a visit would accomplish anything. 

Production is continuing, but no shipments are being made. All future ship- 
ments will have the Specs. Waterproof Barrier 

Mr. Bailey further stated that he was sure that all the boxes previously shipped 
would meet any fair performance test 

The undersigned asked Mr. Bailey if he had as yet gotten a report on per- 
formance of his boxes from an Independent Testing Laboratory. Mr. Bailey 
stated no, but that he had sent some boxes to U. 8. Testing with orders to hold 
for further instructions 

Mr. Bailey then mentioned that he had been in touch with AINM, Passaic 
That office told him that they had no official word from this Agency on stopping 
shipments. (Comment: Obviously a misrepresentation of facts, as noted by their 
TWX of 15 May.) 

Mr. Bailey concluded by asking when he would get an official letter from 
ASMPA stating Govt. policy on this situation 

The undersigned informed Mr. Bailey that such a letter was drafted on 6 May, 
but was held up pending the return of Col. Angell on 15 May. Then, letter was 
subsequently held up to await Mr. Bailey’s visit of 18 May 

Mr. Bailey was advised that the letter would go out this date, or by 20 May. 

[fe] J. B.K. 
A certified true copy : 
EuGENE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 


EXxHIsit 48 


Telegram from J. B. Ketcham, contracting officer, Armed Services Medical 
Procurement Agency, to Bailey Engineering Co., Ramsey, N. J., instructing con- 
tractor to stop all work on blood-shipping container contracts immediately pend- 

rt] > 


{Joint messageform] 


From (Originator) : Armed Services Medical Procurement Agency, 
S4 Sands Street, 


Brooklyn 1, New York 





Date—Time Group: 1630 5/22/53 
Security Classification: Unclassified 
Action: Routine 
Precedence For: Book message (X) Original message Multiple Address. 
Cryptoprecaution: Yes (X) No. 
Info: Reference OIN 42687 stock No. NS4-CDYV-—156, you are hereby instructed 
to stop all work on subject contract immediately pending further instructions. 
CC: INM, Passaic, N. J. 


A certified true copy: 


[s] M. KRAmer, 
Lt., MSC, USN. 





INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 315 


Drafter’s Name (and signature, when required): J. B. Ketcham 
Symbol: PB-5 

Security Classification: Unclassified. 

Releasing Officer’s signature: J. B. Ketcham, Capt. USAF (MSC) 
Official Title: Contracting Officer. 


EXHIBIT 49 


Memorandum from Capt. J. B. Ketcham, contracting officer, Armed Services 
Medical Procurement Agency, re conversations with Mr. B. R. Smith, Armed 
Services Medical Procurement Agency, and Mr. Elder, New York representative 
of Texas Trunk Co., re possible savings of cost and time by Bailey Engineering 
Co., due to omission of specified moisture-vapor barrier bag, May 22, 1953 


RECORD OF CONVERSATION WITH CONTRACTOR 


Date: 22 May 1953. 

Contractor: Bailey Engineering Co. 
Bid number: 

OIN number: OIN-42687 

Stock number: NS4—-CD-V-156. 

Ty pe of conversation: 

Brief summary of conversation: Consolidated comment by the undersigned on 
possible costs and time saved by Bailey as the result of omission of the Spee 
Bag 

(1) Contacted B. R. Smith of Specs, who said on the cost of material alone 
contractor was saving over three dollars. Smith also pointed out that it was 
difficult to install the hag, and there would be a big labor saving dollarwise. 

(2) After ascertaining that Bag Suppliers had told the Field that Bailey was 
not using bags, contacted Mr. Bilder, N. Y. representative of Texas Trunk Com- 
pany who currently is producing these boxes under the same Spec. Mr. Elder ad 
vised that the Specification Bag cost Texas Trunk exactly $3.10 per unit. Mr. 
Klder also advised that the labor involved in installing the bag would amount to 
over $1.50 per unit. Mr. Elder stated that the big bottle-neck in the production 
of blood boxes is in the installation of the bag, which is a difficult hand operation. 
Mr. Elder stated that his company could only produce 500 units a week, limited by 
the Bag operation, but if no bag were required they could produce 2,000 units 
per week. Mr. Smith of Specs. collaborated this opinion that by omitting the 
Bag Bailey had eliminated a serious bottle-neck, and had saved considerable 
money, 

It must be also noted that in Mr. Elder’s opinion the Bag is not vital to the 
performance of the box. However, Mr. Elder feels that before any contractor 
be granted such an important exception to the Specs, that careful performance 
tests should be conducted. 

[s] J. B. KercHam 

A certified true copy : 

EUGENE L. SHANAHAN, 
Major USAF (MSC), 
Contracting Officer. 


Exuisits 50A ANp 50B 


Two memoranda of May 25, 1953, by Lt. M. Kramer, purchasing officer, Armed 
Services Medical Procurement Agency, re conference between L. H. Bailey and 
Armed Services Medical Procurement Agency officials concerning stoppage of 
production, and decisions to submit samples from finished containers to Armed 
Services Medical Procurement Agency lab, and telephone conference with Assist- 
ant Inspector of Naval Material, Passaic, N. J., directing shipment of such 
samples to Armed Services Medical Procurement Agency. 
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Exursir 50A 
25 May 1953. 
MEMORANDUM FOR THE RECORD 


Subject: Bailey Engineering Co. OIN-42687 and 42688 

Meeting with Chief of the Agency. 

Meeting held this date between Mr. Bailey of above company; Mr. Dwyer, his 
attorney; Dr. Currie, Chief of the Agency; Dr. Eyer, Deputy, Chief of the 
Agency; Cmdr. Timberlake, Mr. Martin, Dr. Angell, Capt. Ketcham, and Lt. 
Kramer. 

Mr. Bailey wished to discuss the action taken by the Agency in stopping pro- 
duction on the above contracts. Full details of this action are documented in 
this folder. Points of discussion on this meeting are as follows: 

1. Dr. Currie informed Mr. Bailey and his attorney that Agency’s action was 
necessary because of the deviation from specifications. 

2. Samples have been requested from FCDA storage and Louisville Medical 
Depot on boxes already shipped. Performance tests would be conducted on these 
boxes. Decision would be rendered to Mr. Bailey after these tests are performed. 

3. Mr. Bailey discussed at great length the entire history of this contract 
which already has been documented in this folder. 

4. It was decided to call Inspector in Passaic and have three (3) samples 
pulled from the 400 or 500 boxes finished, and submit them to ASMPA for testing. 
This was in addition to the samples requested from the depots. 

5. Meeting was adjourned with this final decision. 

{s] M. KRAMER, 
Lt. USN, MSC, 
Purchasing Officer. 

The undersigned misunderstanding as to correct number of finished boxes was 
clarified before this memo was written. 

[s] Lt. M. Kramer. 

A certified true copy: 

EUGENE L. SHANAHAN, 
Major USAF (MSC). 


Exnuisit 50B 
25 May 1953. 
ASMPA-BS-5. 
MEMORANDUM FOR THE RECORD 


Subject: Regarding OIN-42687 and 42688, Bailey Engineering Company, 

Telephone conversation with Insmat, Passaic, New Jersey. 

1. Telephone conversation held this date between Mr. Purr of the Office of 
Naval Inspector in Passaic, New Jersey, and Lt. Kramer of ASMPA. 

2. Mr. Waters was asked to send his Inspector to the Bailey Engineering Com- 
pany to pick three (3) samples of blood shipping containers from the large stock 
that Mr. Bailey claimed he had finished. These samples were to be forwarded 
to this Agency for performance testing as per instructions of the Chief of the 
Agency. Previously Mr. Bailey had agreed to deliver this material with his 
own truck. Much to the surprise of the undersigned after Mr. Bailey, earlier 
in the day, indicated that he had 2,500 boxes completely finished, was told by 
this Inspection Office that the Bailey Company only had 400 or 500 of these boxes 
finished. Mr. Purr stated that he was not sure of this, but that he felt that the 
2,500 tigure was entirely erroneous. Mr. Purr was then asked to kindly send the 
Inspector out to the Bailey Engineering Company and to determine how many 
of these blood shipping containers were finished with the sprayed laytex seal. 
Mr. Purr indicated that this would be done today and just as soon as he obtained 
this information he would eall this Agency for further instructions. 

Mr. Bailey's statement that 2,500 blood shipping containers were finished was 
made on the morning of 25 May 53 in the present of Mr. Bailey’s attorney, 
Mr. Dwyer, Capt. James Ketcham, Col. Currie, Chief of the Agency, Col. Angell, 
Chief of the Purchases Division, Comdr. Timberlake of the Material Standards 
Division, Mr. Martin of Legal Department, Capt. Eyer, Assistant Chief of the 
Agency, at a meeting held in Col. Currie’s Office. Memorandum concerning this 
meeting is found elsewhere in the contract folder. 

[s] M. KRAMER, 
Lt., MSC, USN, 
Purchasing Officer. 


cawEen 


* - 2‘ 
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Telephone conversation held late in afternoon, this date, with Insmat Passaic. 
Evidently misunderstanding over Mr. Bailey’s statement as to finished boxes. 
Correct status of this situation is as follows: 

(a) 400 or 500 Boxes completely finished. 
(b) 2,100 boxes (approx.) finished except for insulating material. 

Inspector was told to pick three (3) samples from the 400 or 500 completely 
finished boxes and forward to this laboratory for testing. 

[s] M. Kramer, Lt., MSC, USN. 

A certified true copy : 

EUGENE L. SHANAHAN, 
Major, USAF (MSC). 


EXHIBIT 51 


Letter from Assistant Inspector of Naval Material, Passaic, N. J., to Armed 
Services Medical Procurement Agency correcting figures formerly submitted 
re total quantity of containers shipped by Bailey Co., May 25, 1953. 


DEPARTMENT OF THE NAVY, 
ASSISTANT INSPECTOR OF NAVAL MATERIAL, 
Passaic, N. J., 25 May 19538. 

A4:MMP:eb OIN-42687 Bailey Engineering. 
From: Assistant Inspector of Naval Material, Passaic, N. J. 
To: Armed Services Medical Procurement Agency, Brooklyn, N. Y. (PB-5). 
Subj: Contract OIN 42687 with Bailey Engineering Co., Ramsey, N. J. 
Ref: (a) ASMPA NTX 151714Z. 

(b) ASMPA Itr PB—-5 OIN-42687 Stk No. NSX4CDV 156 to AINM Passaic 

dtd 15 May 53. 

(c) AINM Passaic NTX 1520032. 

1. All shipments have been stopped until further notice as requested by ref- 
erence (a) and confirmed by reference (b). 

2. Information reported by reference (¢c) in reply to reference (a) was 
slightly in error. The total quantity of units as reported shipped should read 
14,990 instead of 14,988 as originally reported. 

P. F. FOLey, 
[s] M. M. Purr, 
(By direction) 

Copy to: 62 (w/cy ref (b)) 

A certified true copy : 

EUGENE L. SHANAHAN, 
Major USAF (MSC). 


Exurpit 52 


Memorandum from Lt. M. Kramer, purchasing officer, Armed Services Medical 
Procurement Agency, re conference between Armed Services Medical Procure 
ment Agency officials and Navy inspection officials re variance between number 
of containers vouchered for shipment from Bailey Co. and number actually 
shipped, May 28, 1953. 

28 May 1953. 
ASMPA-BS-5. 
MEMORANDUM FOR THE RECORD 


Subject: Regarding OIN-42687, Bailey Engineering Company. 
1. Meeting held this date and attended by the following: 


Lt. Col. Angell, Chief of Purchases 

Lt. Col. Hallahan, Agency’s Inspector General 
Lt. Kramer, Buying Branch 5 

Cdr. Ford, representing Insmat in this Agency 
Cdr. Foley, Insmat Office Passaic, New Jersey 
Mr. Martin, from the Legal Department 

Miss Carney, Buying Branch 5 

Miss Nolan, from the Fiscal Division 

Mr. Murdock, Navy Inspector, Passaic, New Jersey 
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2. This meeting was in regard to irregularities in shipping, uncovered by 


the Naval Inspector, Mr. Murdock, in his inspection on the above referenced 
contract. Asa result of this meeting, the following facts were brought to light: 
(a) As a result of the Agency’s decision to have the Inspector pull three (3) 
samples from the finished stock of the Bailey Engineering Company, the In- 
spector visited the plant Tuesday 26 May 1953. 
(b) Upon arriving at the plant, Mr. Murdock, the Inspector, accompanied 
by Mr. Butkus, the branch supervisor of the Insmat Office in Passaic, was told 


by Mr. Bailey, that he had been misinformed by his foreman. He only had one 
truck load ready for shipment. The night before, the Inspector had been told 
by Mr. Bailey, by telephone, that two truck loads were ready. This would be 


equivalent to approximately 500 boxes. Mr. Bailey stated that he could not 
ship these two truck loads, because of the stop shipment order issued by this 
Agency. 

(c) Mr. Murdock, upon being told this, agreed to pull three samples from the 
one truck load. When he went out to the truck, he found that instead of one 
truck load of 216 boxes only 90 boxes were on the truck. 

(c) Mr. Murdock became quite angry and disturbed about this, and in the 
course of the heated discussion, Mr. Murdock was told that two shipments which 
he had previously inspected had never been shipped, although distribution of the 
documents had been completed. Mr. Murdock’s position should be clarified in 
this instance, as this contract is FCDA. All FCDA contracts are origin con- 
tracts, delivered by partial bills of lading. In this contract Bailey’s own truck 
did the delivering. Mr. Bailey made out commercial bill of lading to his own 
company. On this type contract, Inspector's responsibility ceases as soon as 
the anchor stamp is placed on the box by the inspector. From that point on, it 
is the Contractor's responsibility to see that the material is placed on the car- 
rier and delivered. 

(e) Mr. Murdock then demanded that he be given the DD-250s for these 
two shipments. The foreman turned over the documents and it was then seen by 
Mr. Murdock that the DD—250s had been issued on 30 April 1953 for Mechanics- 
burg, and had never been shipped. Subsequent DD-250s had been issued and 
delivered on these same two shipments. Mr. Bailey’s answer to this was that 
he had shipped to Lake Charles, Louvisana, because of the greater distance in- 
volved. He had intended to complete these other two shipments to Mechanics- 
burg, but was prohibited by the stop shipment order from this Agency. Inas- 
much as DD-250s had been received at this Agency, Fiscal Division was con- 
tacted and it was learned that the invoices on these documents had been sub- 
mitted and payment had been made by FCDA in Washington. Subsequent ship- 
ments to Lake Charles had been made and vouchers issued for payment. 

(f) It was decided as a result of all the facts presented by Mr. Murdock, that 
FCDA be contacted in Washington, and all partial shipments be checked, in 
order to determine whether the shipping notices held by this Agency agree with 
the receiving reports held by FCDA in Washington. Mr. Kremkau, FCDA, 
Washington, was contacted and all information given to him, and request made 
to check our shipping notices. He agreed to check all the partials and contact 
the undersigned on Thursday 29 May 1953. 

M. KRAMER, 
Lt. (MSC) USN, 
Purchasing Officer Br. 5. 
Certified to be a true copy. 
[S] M. Kramer, 
Lt. MSC, USNR, ASMPA. 
29 JuLy 1953. 
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Exursits 538A—53E 
Armed Services Medical Procurement Agency laboratory report reviewed on 
May 29, 1953, by J. R. Beall, technical reviewer, Armed Services Medical Pr« 
curement Agency listing omission of moisture-vapor barrier and other deviations 
from specifications, but concluding that “unit performs satisfactorily.” 


ExHrisir 53A 
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Frwoincs OF Lasoratory BRaNcH 





Samples comply with specifications 


_Samples vary from requirements of specifications as follows: 





specification Requires Laboratory Findings: 


| 
P.D. #8 - 16 April 1952 Speci.l Sample 
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Exnuisir 54 


Memorandum from Lt. M. Kramer, purchasing officer, Armed Services Medical 
Procurement Agency re sworn testimony by L. H. Bailey given to Colonel 
Hallahan, Inspector General, Armed Services Medical Procurement Agency, re 
deviations from specifications and variances between vouchers and actual 
shipments, June 1, 1953 

1 JUNE 1953 


ASMPA-BS-5 
MEMORANDUM FOR THE RECORD 


Subject: Regarding OIN—42687, Bailey Engineering Company. 


1. Meeting held this date between Mr. Bailey, Mr. Dwyer, his attorney, Co 


Hallahan, Inspector General of this Agency, and Lt. Kramer, regarding irre 
meeting Co 





larities in shipments on the above referenced contract. At this 
Hallahan asked Mr. Bailey and Mr. Dwyer the attorney, if Mr. Bailey’s state 
ments could be taken under oath. Mr. Bailey and the attorney agreed and an 
official recorder was called for. Col. Hallahan took an oath from Mr. Bailey 
and the discussion was begun. Mr. Bailey in this discussion explained completely 
his knowledge and ideas on the irregularity in shipments Lengthy discussions 
ean be found in this recording in the files of the Office of the Inspector General 
which was recorded at this session. 

2. As a summary, it could be mentioned here that M1 sailey’s views are 
that everything that was done by his firm in making the shipments was entirely 
in order. He felt that possibly due to an error by the Inspector in counting these 
boxes resulted in this discrepancy 

M. KRAMER, 
Lt. MSC, USN, 


Buying Branch 5 


Exursits 55A—550 


(B) by Lt. M. Kramer, Purchasing Officer, Armed Services Medical Procurement 
Avency, re conference attended by Armed Services Medical Procurement Agen¢ 
officials at which it was decided that the Bailey container would be acceptal 
fabricated with the asphalt-latex sprayed coat in lieu of metal-foil moisture 





vapor barriers. 

(CC) Memorandum of June &, 1953 by Robert Simon re meeting between L. H 
sailey and Armed Services Medical Procurement Agency oflicials at which 
decision of June 5, 1953 (above) was transmitted to Bailey. 


ExHisBitT 55A 
ASMPA-MSP RS:fk 


MEMORANDUM FOR RECORD 


Subject: Stock No. 4—186—-120, Container, Shipping, Insulated, Type 1, M-—1. 

A meeting of members of the Materiel Standards Division, Engineering De 
velopment Division, Purchases Division and Legal Offices was called by Colonel 
Currie on this date. The purpose of this meeting was to decide on the accepta- 
bility of subject item in which the specified moisture vapor barrier conforming 
to MIL—B-131 was not furnished on contracts held by Bailey Engineering with 
this Agency. In lieu of this barrier, a coating of Flintkote 749 was applied to 
the interior of the plywood container and to the inside surface of the stvrofoam 
insulation as well as the styrofoam joints. Mr. Pile of the Engineering Develop 
ment Division reported that this container fabricated by Bailey Engineering, as 
previously outlined, performed as required by Purchase Description No. 9. He 
also determined the performance of a container after placing it under a water 


shower for 4 hours, and indicated that there was no difference in performan« 
after this treatment. The conclusion of all concerned was that the container 
would be acceptable as fabricated by Bailey Engineering. Colonel Currie then 
directed that specifications be changed to require the use of this rubber material 
as the adhesive and as the moisture vapor barrier on future specifications 
RoBERT SIMON, 
Materials Engineer. 











396 INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 


Exureit 55B 
PB—-No. 5. 
5 June 1958. 
MEMORANDUM FOR THE RECORD 


Subject: OIN-42687, Bailey Engineering Co. 
1. Conference held this date regarding status of above referenced contract. 
2. The following from ASMPA attended this meeting: Col. Currie, Cmdr. 
Murphy, Col. Brown, Lt. Kramer, Cmdr Timberlake, Cmdr Liedman, Mr. Beall, 
Mr. Simon, Mr. Pyle, Mr. Smith. 
8. This conference held in regard to final decision to be rendered as a result of 
the special testing performed on the blood box. 
4. The decision as rendered by the Engineering and Development was that the 
box was acceptable as functionally O. K. 
5. Therefore the final decision as made by Col. Currie, Chief of the Agency, is 
as follows: ‘ 
a. Box is acceptable as functionally O. K. 
b. Smaller details such as correction of vulcanizing, strengthening handles, 
thickness of plywood, must be corrected. 
ec. Careful analysis of all costs must be made to determine a proper price 
adjustment for use of rubberized material in the box in place of the moisture- 
proof envelope. 
d. Mr. Bailey would be brought in for conference Monday 8 June and informed 
of the above decision. 
M. KrAMeER, 
Lt. MSC, USN, 
Purchasing Officer. 
A certified true copy : 
M. KRAMER, 
Lt. MSC, USNR. 


rN 


ExHipiT 55¢ 
ASMPA RS: fk. 
8 JUNE 1953. 
MEMORANDUM FOR RECORD 


Subject : Stock No. 4-186-120, Container, Shipping, Insulated, Type 1, M-1. 

A meeting was called on 8 June 1953 by the Purchases Division (Colonel 
Brown presiding) with Mr. L. H. Bailey of Bailey Engineering, Ramsey, N. J. 
at which members of the Materiel Standards Division and INM, Passaic repre- 
sentatives were present. Mr. Bailey was informed, as per conference with Colonel 
Currie, dated 5 June 1953, that the container similar to the one he is producing 
would be accepted by this Agency. The following points were discussed with Mr. 
Bailey: 

1. The plywood was not as specified, being five-sixteenths-inch thick in lieu 
of three-eighths inch as required. It was decided to accept five-sixteenths-inch 
thick plywood with a suitable price adjustment. 

2. The use of a rubber base adhesive conforming to MIL—A-101A would be 
accepted in lieu of scrim-backed aluminum foil moisture-vapor barrier as speci . 
fied at a suitable price adjustment. It was agreed that the complete interior of the 
plywood trunk and the surface of the styrofoam would be coated with a minimum 
of one-eighth-inch thick layer of adhesive conforming to the aforementioned 
specification to act as a moisture-vapor barrier. 

3. The staples were too far apart. Mr. Bailey said that this would be cor- 
rected. 

4. The adhesive for the vulcanized fiber use@ was water soluble and not suita- 
ble. Mr. Bailey said that he would correct the adhesive. 

5. The blocks of styrofoam should be lovated so that there would be no con- 
tinuous joints insofar as possible. 

tOBERT SIMON, 
Materials Engineer. 


Exursits 56A-56D 
Letters and memorand« by Armed Services Medical Procurement Agency 


officials, dated June 23, 25, and 26, 1953, re modifications of specifications first 
authorized and then rescinded. 
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ExHinir 56A 
ASMPA-BS-5 MK/jj 23 JUNE 1953. 
MEMORANDUM FOR THE RECORD 


Subject: Regarding Contract OIN-—42687, Bailey Engineering Co. 

1. Telephone conversation held this date between Mr. Purr of INM in Passaic, 
N. J., and Lieutenant Kramer. Mr. Purr informed me that his inspector was 
having some difficulty with the Bailey Engineering Co. on the question of bubbles 
on the outside of the blood-box containers, The undersigned informed Mr. Purr 
that the inspector should reject anything that he feels is questionable and that if 
Mr. Bailey had any objections he should contact this Agency for further 
discussion. 

2. Shortly after this conversation, Mr. Bailey appeared at this Agency and a 
meeting was held as shown by letter from this Agency to Mr. Bailey dated 23 
June 1953. As regards sampling instructions, Colonel Brown of the Purchases 
Division, and Mr. Beall of the Laboratory Branch agreed that, the new sampling 
instructions issued 18 June 1953 should be modified to read “three samples from 
production instituted after our letter of 12 June 19538.” 

[s] M. KRAMER, 
Lt., MSC, USN, 
Buying Branch 5. 

A certified true copy: 

EuGENE L. SHANAHAN, 
Major, USAF (MSC). 


Exurpir 56B 
23 JUNE 1953. 

PB-5 OIN-42687_ Serial:-87218. 
Re: Contract OIN-42687 

Stock No. NS4-CD-V-156 

Container, Shipping, Insulated, Type 1—-M-1 
HE BAILEY ENGINEERING Co., 

Island Road, Ramsey, N. J. 

GENTLEMEN: Reference subject contract, at a conference held at this office 
today between Lt. Col. Max H. Brown, Maj. E. L. Shanahan, Lt. M. Kramer, Mr. 
R. Simon, Miss M. F. Carney and Mr. L. H. Bailey, it was agreed by Mr. Bailey 
that the Shipping Containers will be fabricated as noted below: 

1. Not more than 3 delaminations per panel and not more than 5 delaminations 
on the entire box will be acceptable. Any delamination in excess of 1 inch in 
any direction will be cause for rejection of entire Shipping Container. 

2. On all material laminated from this date on, the adhesive used to cement 
the vulcanized fiber to the plywood will be water resistant as commonly accept- 
able to the commercial trade. 

3. In paragraph 3.2.1.1., fourth line on page four delete phrase “at approximately 
five inch intervals.” 

It was also agreed that the sampling instructions issued under date of 18 June 
1953 should be changed to require three samples from production in accordance 
with the conditions outlined in this letter. 

The Inspector is hereby authorized to inspect and release for shipment mate- 
rial already fabricated in accordance with the criteria set forth in our letter of 
12 June 1953 and this communication with the exception of Paragraph 2, relative 
to the adhesive. 

Very truly yours, 
EUGENE L. SHANAHAN, 
Vajor, USAF (MSC), 
Contracting Officer. 

A certified true copy: 

EUGENE L. SHANAHAN, 
Major, USAF (MSC). 
ec: Spee. InsMat. 

Initials: R. S. 
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Exursit 56C 
ASMPA-MSP RS: fk 


25 JUNE 1953 
MEMORANDUM FOR RECORD 


Subject: Stock No. 4-186-120 Container, Shipping, Insulated. 

A conference was called by the Purchases Division this date with members of 
the Materiel Standards Division and I. N. M. (Passaic) representatives (Mr. 
Murdock and Mr. Purr) to discuss quality of material being inspected at Bailey 
Engineering Co. The following conclusions were reached regarding deviations on 
subject item completed after 8 June 1953: 

(1) No blisters whatsoever shall be permitted. Contracting Officer’s letter, 
dated 23 June 1953, to Bailey Engineering, allowing a maximum of 3 blisters per 
panel and not more than 5 blisters per container of 1 inch maximum dimension, 
will be rescinded. 

(2) The edges of inner aluminum walls shall be bonded to adjacent panels 
with adhesive to provide a leakproof interior. 

(3) All inner plywood surfaces shall be cemented to styrofoam insulation. 

(4) Variations in shade of O. D. of the vulcanized fiber is not to be considered 
a cause of rejection. 

(5) Printing shall be complete and shall be compatible with requirements 
relative to good workmanship. 

RosertT SIMON, 
Materials Engineer 


ExHisit 56D 
PB-5 MFC/MK/mf. 
Serial: OIN-42687 NS-4—CD-V-156 
26 JUNE 1953 
Re Contract OIN-42687, Stock No. NS-4-CD-V-156, Container, Shipping In- 
sulated, Type 1, M-I. 


THE BAILEY ENGINEERING Co., 
Island Road, Ramsey, New Jersey. 

GENTLEMEN: Reference subject contract, the following decisions were made at 
a meeting held this date between Lt. Col. Max H. Brown, Major E. L. Shanahan, 
Cmdr. Timberlake, Cmdr. Liedman, Lt. M. Kramer, Mr. R. Simon, and Mr. Beall 

1. This Agency's letter of 23 June 1953 to your company is hereby rescinded 
in its entirety. 

2. The ninety-six (96) blood shipping containers completely finished and 
ready for shipment as per your letter 9 June 1953, are acceptable and shipment 
can be made. 

5. All blood shipping containers completed after 9 June 1953, either from 
partially fabricated material or from new material, must conform to the applica- 
ble contract specifications and this Agency’s letter of 12 June 1953 stating 
allowable modifications. 

By copy of this letter Inspector of Naval Material is hereby notified of the 
above decisions. 

Very truly yours, 
EuUGUENE L. SHANAAAN, 
Major, USAF, MSC, 
Contracting Officer 
cc: InsMat. Material Standards Div., Laboratory Branch. 

A certified true copy: 

EuGENE L. SHANAHAN, 
Major USAF (MSC). 





ExHIsit 57 


Armed Services Medical Procurement Agency laboratory report released 
June 29, 19538, by LCDR G. V. Murphy, laboratory officer, re tests of three sam- 
ples of Bailey containers received from Mechanicsburg, Pa., depot, listing devia- 
tions from specifications including omission of moisture-vapor barrier envelopes. 
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Exists 58A-58E 
Memoranda and letters of Armed Services Medical Procurement Agency offi- 
cials dated July 7-9, 1953, re acceptance of offer made by L. H. Bailey in undated 
letter received July 2, 1953, proposing price reduction of $3 per unit for 4,500 
containers 
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ExnrBir 58A 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
84 Sands Street, Brooklyn, N. Y. 
(Attention: Col. Max Brown, Re: Contract No. MPA-—30—-2S87—md-—18435 
O. I. N. 42687.) 


GENTLEMEN: We are in receipt of a letter of 26 June, 1953, from Lt. Col 
Kugene Shanahan, having previously been appraised of its contents by Lt. 
Kramer after a conference which he had attended with yourself and the gentle 
men listed in the letter of the above date. 

We are fully cognizant of the fact that the performance of this box is of 
the utmost importance. We have also made the container the most structurally 
sound box consistent with the specifications, in the full knowledge that, for the 
purpose intended, this box as manufactured by us doubles the performance 
requirements. However, in its manufacture, certain surface blemishes have 
appeared which would perhaps tend to divert attention to appearance instead 
of function. The things to which we refer are as follows: 

1. Occasional small blisters appearing on the outer fibre covering of the box 
This in no way affects the function of the box except appearance-wise and is 
not a predominant characteristic, 

2. Objection has been raised, that, in some cases, the aluminum liner has not 
been 100% cemented to the styrofoam insulation. It is true that a panel 
may sometimes be found that will give indication of not being completely 
bonded on its entire surface. However, it would be necessary to completely 
destroy the interior of the box in order to remove any panel. The bonding may 
therefore be considered as being “securely cemented.” 

Reference is made to the objectionable warping of the paper covering the 
styrofoam blanket in the interior of the cover. You will recall at our meeting of 
the 11th, when Mr. Smith suggested using the same adhesive used in the rest 
of the box to cement this paper, we advised him that the paper as specified would 
not be suitable for use with this same adhesive. This was the reason for our 
use of the latex cement We had not had any wrinkling problems to that date 

As of this date, the inspection department has neither accepted nor rejected 
the material which we have on hand. One must not lose sight of the fact that 
this is a functional item and should so be considered. Certain objections have 
been voiced by the Materials and Specification Section of the Agency and certain 
meanings have been read into the specifications which we truthfully did not inter 
pret in that light at the time of manufacture. These occasional blemishes do 
not fall into the category of poor workmanship or deviation from specification. 
Neither does the type of adhesive used for laminating the fibre to the plywood 
conflict with the specification. However, we have been requested on future pro 
duction to change the type which we are using. This we are doing and are 
submitting samples of various types of adhesive to the laboratory for their 
approval 

We realize that all departments are trying to get the best possible results, and 
we are huppy to work toward that end. We have, we believe, succeeded in 
eliminating all of the above objectionable blemishes, which has of course taken 
considerable research on our part to do. We feel that all of the above problems 
have now been ironed out 

Until objection was voiced to the type of adhesives we had been using, we man 
ufactured according to your letter of June 12th, and our usual methods. These 
adhesives have accordingly been used in approximately 4,500 boxes for which 
our material was fabricated prior to stopping manufacture and following your 
order of June 12th to resume manufacture Inasmuch as this previous method of 
manufacture in no way affects the performance and function of the containers, 
but represents a heavy investment in material and storage space for this com 
pany, we wish to request that we be permitted to offer them to you at a reduced 
price of $28.60, or a difference of $3.00 per unit. These boxes, as we have said 
before, are in accordance with specifications and your letter of June 12. The 
sample box delivered by the writer on June 26 was typical. 

We have made certain changes in manufacturing procedures which should 
obviate any future objectionable characteristics 
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We wish at this time to thank you for your consideration and understanding 
of our problems in the past and regret the necessity for this request. 
Sincerely yours, 

BAILEY ENGINEERING Co. 
L. H. BAILEY. 

This is a certified true copy: 

7/29/53. 

M. KRAMER, 

Lt., MSC, USN, ASMPA. 


EXxHIsiT 58B 
REcORD OF CONVERSATION W1iTH CONTRACTOR 


Date: 7 July 1953. 

Contractor: Bailey Bngineering Co. 
OIN number(s) : 42687. 

Stock number(s) : 4-186—120. 

Type of Conversation: Visit. 

Brief summary of conversation: 

On 6 July 1953, above referenced Company visited by Lt. Kramer, Mr. Simon, 
Major Shanahan and Mr. Person all from ASMPA. 

Purpose of visit was to determine whether or not the blood shipping con- 
tainers, completely or partially fabricated, are useable and acceptable at the 
price reduction offered by Mr. Bailey in his letter dated 2 July 1953. Mr. 
Persons of Price Analysis Branch was present in order to make preliminary 
investigation before beginning his cost analysis breakdown. 

Entire plant inspected thoroughly. Step by step assembly of this item was 
observed. Experimental types of adhesive were shown us for use in future 
production to correct the blistering. 

The undersigned and Major Shanahan agreed that approximately 4500 boxes 
completely or partially fabricated are useable for purpose intended. 

Bailey’s letter offering price reduction was forwarded to the material stand- 
ards Div. for their comments on the useability of the blood box. Letter for- 
warded this date. 

{s] M. Kramer, Lt., MSC, USN. 

A certified true copy: 

EUGENE L. SHANAHAN, 
Major USAF (MSC). 


ExHisiT 58C 


PB-5 OIN-42687 Stk. No. NS-4 CD V-156. 

7 Jury 1953. 
Memorandum to: Chief, Materiel Standards Division. 
Subject: Contract OIN-42687, The Bailey Engineering Co., Inc., Stock No. 

NS—4 CD V-156, Container, Blood, Shipping, Type 1, M-1. 

1. Attached letter from Contractor is submitted for your comments and 
recommendations on Paragraphs 2, 2a, 2b, 2c and 3 concerning useability of 
the 4500 units mentioned in Paragraph 5. 

2. This letter is submitted at this time in order that above requested infor- 
mation might be incorporated into anticipated memorandum from your office 
on visit by your representative, Mr. Simon, and the undersigned to Contractor's 
plant on 6 July 1953. 

3. It is further requested that reply be expedited. 

{[s] EuGene L. SHANAHAN, 
Major, USAF, (MSC), 
Contracting Officer. 
1 Inel. 
Certified to be a true copy: 
M. KRAMER, 
Lt. MSC, USNR. 
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EXHIBIT 58D 


ist Memo Ind on Memo from ASMPA-—PB-—5 dtd 7 July 1953; subj: OLN—42687, 
The Bailey Engineering Co., Inc. Stk No NS—4 CD V-156 Container, Blood, 
Shipping, Type 1, M-1. 

ASMPA-MSP-8166 Ist MemoInd. RS: JJV: JPR: fr. 

Specifications Branch, ASMPA, 8 July 1953. 

To: Chief, Purchases Division, Attention : Chief, Buying Section-—3 

1. Reference is made to basic memorandum regarding visit to subject con- 
tractor’s plant on 6 July 1953. 

2. The deviations (noted were on sample of subject item examined at con- 
ference held by the Purchases Division on 25 June 1953) namely, considerable 
blistering of the vulcanized fiber on the outer surfaces of the container, aluminum 
panels incompletely sealed and cemented to styrofoam insulation and warping 
of fiberboard on inside surface of the lid, were found to exist on all completed 
containers examined. The container is, however, considered usable. 

3. Price reduction offered by contractor for deviation of specifications listed 
in paragraph 2 (a), (b) and (¢) of contractor's letter, referenced in basic 
memorandum, is considered fair and reasonable. 

[s] JosepH A. CALAMARI, 
Assist. Chief, Materiel Standards Division (Tech.). 
{s] C. V. TIMBERLAKE, 
CDR, MSC, USN, 
Chief, Materiel Standards Division. 
Certified to be a true copy: 
M. KRAMER, 
Lt., MSC, USNR, ASMPA 
29 JuLy 1953 


EXHIBIT 58E 
9 JuLY 1953. 
PBNo.5. Serial: OIN—42687, NS-4 CD V-156. 
Re: Contract OIN-—42687, Stock No. NS—-4 CD V—156, Container, Shipping, Insu- 
lated, Type 1, M-1. 


THE Bailey ENGINEERING CoO., 
Island Road, 
Ramsey, New Jersey. 

GENTLEMEN : Reference is made to your undated letter received in this Agency 
on 2 July 1953, which offered the Government a price reduction of $3.00 per unit 
on approximately 4500 Shipping Containers completed or partially fabricated 
and on hand as of that date. 

As a result of the inspection conducted at your plant by representatives of this 
Agency on 6 July 1953 of the above mentioned approximately 4500 completed or 
partially fabricated units, it was determined that the deviations (1) blisters 
present on the vulcanized fiber on the outer surfaces of the container, (2) 
aluminum panels incompletely sealed and cemented to styrofoam insulation and 
(3) warping of fiberboard on inside surface of the lid, existed on all containers 
examined. The container is, however, considered usable, for the purpose intended. 

Price reduction of $3.00 per unit offered by you is considered fair and reason- 
able for deviations from specifications mentioned in preceding paragraph of 
this letter. 

By copy of this letter, the Inspector of Naval Materiel is authorized to release 
the above mentioned approximately 4500 units. 

A modification will be initiated upon receipt of advice from InsMat of definite 
total quantity released under authority of this letter. 

Very truly yours, 
EuGene L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer 


ec: Insmat, Fiscal, Materiel Stds. 
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Tabulation of studies of material inspection and receiving reports and invoices 
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Tabulation of studies of materiel inspection and receiving reports (DD 250) 
and invoices submitted by Bailey Engineering Co., Inc.—Contract No. OIN 
42687—Continued 
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EXHIBIT 60 


Opinion of T. C. P. Martin, Chief, Legal Office, Armed Services Medical Pro- 
curement Agency, dated August 3, 1953, to Chief of Agency, stating that he is of 
the opinion that the failure of ASMPA to report the possibility or evidence of 
fraud or criminal conduct in the Bailey case did not constitute a violation of the 
requirements of Regulation APP 1-303. 

To: Chief of Agency. 








3 August 1953. 
Subject: Opinion on Necessity of Submitting Report of Fraud in Connection 
with Certain Contracts with Bailey Engineering Company. 

1. In accordance with the 31 July 1953 oral request of Captain Alfred W. 
Eyer, Deputy Chief of Agency, there is set forth below the opinion of this Office 
as to whether this Agency’s failure to report the matters which arose in con 
nection with Bailey Engineering Company’s current production of blood shipping 
containers constituted a violation of the requirements of APP 1-308. 

2. The main purpose of said regulation is contained in the second sentence 
of paragraph (a), which provides that “All persons concerned with Army con- 
tracts will be alert for and report the possibility or evidence of fraud or criminal 
conduct, at all times’. [Emphasis added. | 

3. Whether or not there is a “possibility or evidence of fraud or criminal con 
duct” can of course be reasonably determined only after a thorough knowledge 
and appraisal of all facts is before the determining party. 

ft. In addition to the other facts known tuo the Chief of the Agency, there was 
presented to him a report of Lt. Col. John M. Hallahan, Inspector General, as to 
an investigation made by him. It appears that Col. Hallahan discussed certain 
irregulari ; in shipments by the contrac 
and shop foreman, and with the Field Inspector and Navy Inspector-in-Charge, 
and reported as to these irregularities that “No apparent grounds or evidence 


exist which would support the suspicion that Bailey is guilty of culpable and 


aH Oh 





tor with the Contractor’s president 





intentional fraud”, since these practices were ordinary and usual in the conduct 
of the Contractor’s business 

5. It also developed that the Contractor failed to include in its containers the 
barrier bag called for by the specifications, but substituted therefor a layer of 
latex-asphalt. But it further appears (a) that this was an improvement on the 
original specifications, and (b) that the Contractor had some reason to think 
that this change met with the approval of the Agenc 

6. We have examined all papers which we have been able to find pertinent to 
this question, and are of the opinion that the failure of this Agency to report 
the possibility or evidence of fraud or criminal conduct in this case did not, 
in view of all the circumstances, constitute a violation of the requirements of said 
APP 1-308. 

T. C. P. MARTIN, 
Chief, Legal Office. 


“ Eee 
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Exuisits 61A-61C 


Memorandum of August 3, 1953, from Lt. Comdr. H. L. Crain, Chief, Price 
Analysis Branch, to Lt. Col. H. H. Angell, Chief, Purchases Division, Armed 
Services Medical Procurement Agency, re cost study in connection with changes 
in specifications for Bailey container. 

(Attached are letter of July 7, 1953, from Kelsey-Risden Co., Inc., to Bailey 
Engineering Co. and letter of July 9, 1953, from United States Plywood Corp. 
to Bailey Engineering Co. re current cost estimates for materials. ) 


ExHisit 61A 
3 AuauUsT 1953. 
Memorandum to: Lt. Colonel H. H. Angell, Chief, Purchases Division. 


Subject : Cost study in connection with change in specifications. 
Stock No. NS4CDY-156 Container, Blood Shipping, Type I, M-1. 
Contract OIN 42687 30,000 units @ $31.60. 
Bailey Engineering Co., Inc., Ramsey, N. J. 


1. Purpose of study was to disclose, if possible, the difference between the 
actual unit costs incurred in performance of subject contract and the unit costs 
which would have been incurred had contractor followed the original specifica- 
tions. 

2. The basic major differences in construction as performed and as required 
by original specifications are as follows: 

a. 5/16 inch plywood was used instead of 3% inch. 

b. A waterproof adhesive sealant was used instead of heat sealed en- 
velopes. 

3. Investigation at contractor’s plant revealed the following: 

a. The general books were kept under the supervision of independent public 
accountants. 

b. The general ledger was not posted up to date nor subledgers ruled off 
thereby preventing the taking of an immediate trial balance. 

c. No cost records of any sort had been maintained. 

d. No cost studies had ever been made. 

e. The only inventories available were as of 1 July 1952, 31 January 1953 
and 30 June 1953. In each instance the value of the work in process was 
estimated since no production costs were available. Raw material was 
carried at cost and finished goods at selling price. 

4. In view of the facts disclosed in para. 3 and the further fact that work 
had not begun on subject contract at 1 July 1952, it was believed that an operat- 
ing statement for the 12 months ended June 30, 1953 would present the truest 
picture obtainable. Consequently, the contractor’s independent accountants were 
requested to prepare such a statement, excerpts from which are used subsequently 
in this report. 

5. Plywood: The question of plywood costs was gone into thoroughly. Con- 
tractor stated that he used %¢-inch plywood because of the close tolerances in 
the specifications and the fact that he needed the %-inch of space acquired 
through use of this thinner wood for his waterproof sealant. A phone call was 
made to a Mr. H. Tepe, Sales Manager of the U. S. Plywood Corporation in New- 
ark, N. J., who had supplied the plywood. Mr. Tepe told the ASMPA representa 
tive that, in view of the size of the order, he had given it his personal attention. 
He further stated that the prices of plywood varied so that he could not quote com- 
parative prices which prevailed at the time that the order was taken. However, 
he did state that he could have supplied 3-inch plywood that would have met 
the specifications for less cost than contractor paid for the %4.-inch. The ASMPA 
representative asked that he write a letter to the contractor containing the state 
ments that he had just made. A copy of this letter is attached hereto. 

6. Bags: Contractor used a roofing compound as a waterproof sealant instead 
of heat treated envelope barrier bags. He produced three letters from prospec 
tive bidders for supplying these fabricated bags. The prices quoted were $3.42, 
$3.36 and S87 cents per set. This latter bid was from the Kelsey-Risden Co., of 
New York. A phone call by the ASMPA representative to Mr. Risden elicited 
the information that this had been a bona fide offer at the time that it was made 
but could not be repeated at this time since the barrier paper now costs 30 cents 
per yard. As requested he has confirmed these statements by letter, copy of 
which is attached hereto 
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By computation, it was found that 4.526 square yards of barrier paper would 
be required to make a set of bags which at 30 cents square yard would be a ma- 
terial cost of $1.3578. 

On 21 April 1953, contractor purchased a 36-inch heat sealing machine with 
control box for $1,245.00 so that he could make his own bags. Installation, in- 
cluding wiring, air hoses and building special work tables was accomplished by 
his own employees. No record was kept of the time consumed nor additional 
materials required. 

In the presence of the ASMPA representative, several bags were fabricated 
and the labor timed. As a result of the study it was believed that the bags 
could be produced for a labor cost of slightly less than 5 cents per unit. Adding 
this to the material cost, we find that a set of bags would presently cost about 
$1.40 per set plus manufacturing burden and overhead. 

The labor costs of inserting the styrofoam insulation into the barrier bags 
was estimated at 25 cents per unit. With this estimate, the cost of using bags 
instead of sealant can be computed as follows: 


If bags were— 


Purchased Fabricated 
(July 1952) | (at present) 
Barrier bag_- = ee . fo wd $0. 87 | $1.4 
Inserting insulation i - we ‘ - 25 | 25 
Total direct costs........-.--- ss = i 1.12 | 1.65 
Overhead at 13.5 percent. | 15 22 
Estimated total costs_. oon ‘ nal 1. 27 1.87 


7. Waterproof sealant: Contractor had purchased $18,682.77 of roofing com- 
pound which he had been using as a sealant instead of the bags. The quantity 
presently on hand was negligible. Dividing $18,682.77 by 23,005 units produced to 
date gives a unit material cost of $0.8121. The labor costs of spraying the sealant 
and installing the styrofoam insulation was estimated at 40 cents per unit. With 
these estimates we can compute the costs of using the sealing compound as 
folllows: 


asain hatha aan a a ns ih ec cepacia aah asp tack ok ke cadan Ace ccna nnn ea eagdesebialtiiealaeeamemiamaa $0. 8121 
ci i cal ch in tl ire sic gi cpinaeal ae eee aeenaaaaa . 40 
po a ee sciatic nacuaiaianedliee dation 1. 2121 
Overhead @ 13.5 percent__-__--~~- sputhlassapdih alah te idpictiinpeninmatainnamianatie: > as ae 
I ac isda as ih edappsuing inns Sheena dentinal 1. 376 


8. Upon review of all the above we find that the cost of using the sealant 
was $1.376 per unit compared to $1.27 per unit had contractor purchased the 
bags at the original bid price from his supplier. However, to produce them 
in his own plant at the present time costs $1.87 or 49.4 cents more than the 
sealant, plus the cost of amortization of the bag sealing machine which cost 
him $1,245.00. This is only slightly at variance with the original estimates 
supplied by the contractor. 

9. Contractor stated that two improvements had been made to the boxes as a 
result of his suggestions which had added to his costs but he had not asked for 
an increase in his unit price. These were: 

a. Stainless steel bottle racks instead of galvanized iron as required by speci- 
fications. This cost him 50 cents per unit additional but were used by him 
because the galvanizing would rust in a short time. 

b. Chains to prevent lid being bent back and hinges spring. Contractor used 
over 13 miles of chain. He estimated that the cost of cutting the chain, spread 
ends for rivet, 4 rivets, 4 washers, 4 holes drilled, set rivets, washers and chain 
by hand, make jig, etc., cost 25 cents per unit. 

10. The contractor’s independent public accountants were requested to submit 
an operating statement showing the total costs to produce under the subject 
contract. Certain of the figures submitted were estimates. However, based upon 
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the information supplied it is believed that the following statement reflects the 
contractor’s costs and profits on subject contract with reasonable accuracy. 


23,005 units produced : 





I t tal rercent 
snulactur $26. 742 $615, 195. 05 S8. 097 
Expense 613 83, 117. 93 11. 903 
30. 355 698, 312. OR 100. 000 
03 ll < 1, 657 
per t 30. 858 709, 890. 71 101. 657 


However, it must be noted that these figures are based upon an inventory 
of $35,000 at 30 June 1953, in which the value of work in progress is an esti- 
mated figure. Should this inventory have been understated by only 10 percent, 
or $3,500, the amount of profit would have been increased by a like amount and 
the actual profit would have been $0.6554 per unit instead of $0.505. 

H. L. CRAIN, 
LCDR, USN, MSC, 
Chief, Price Analysis Branch. 


ExuHisitT 61B 
JULY 9, 1953. 


From: United States Plywood Corp., 540 Ferry St., Newark 5, N. J. 


BAILEY ENGINEERING Co., 
Myrtle Ave., Ramsey, N. J. 


(Attention : Mr. L. Bailey.) 


Dear Mr. Barter: In confirmation of our telephone conversation of July 6, 
we are outlining below, the various types of Plywood and their relative cost as 
compared to 4.e’’ C-D. 

I am quite certain that at the time you placed your present order for %¢@’’ C-D, 
48 x 48, we could have supplied to you a %@’’ panel also in 48 x 48 at a price 
somewhat lower than the %.’’ C-D Although your original inquiry to me about 
‘ r ag 36°’ Plywood, it did not refer to any particular grade or 
nd therefore, I could safely say that I could have supplied you with 
1d at a lower cost than %.’’ C-D. I would, however, hesitate to say 
lity would come anywhere near to the %.’’ C-D. 

As you are aware, Plywood is graded into many categories. To ask for a cer- 
tain thickness does not necessarily denote its particular grading. The species of 
wood would also have a vast bearing on the price, since I could have supplied 
you with a %’’ Southern Plywood, which is largely used for containers, at a 
price considerably lower than the material you are currently receiving from us. 
In this particular grade, you might have open defects on both sides of the panels 
so large that they would definitely impair not only the appearance of your product, 
but also, the ultimate strength 

It is dificult for me to give you at this time, actual prices of these various 


was for 








grades, inasmuch as I would normally quote them to you after contacting our 
mill, who would predicate their price on their production, the run of the log at 
that time of year, and the availability of lower grade veneers. Since this letter 
has reference to material you ordered a year ago, it is impossible for me to give 
you an exact figure on these grades. I am quite certain, however, that you could 
have purchased a 8¢’’ panel for approximately 8% to 10% less than the %¢»’’ C-D 
covered by Commercial Standard CS 45—49. 

If there is any additional information with which I can furnish you regarding 
the various thicknesses, grades, and glue lines, I would be most happy to comply. 


Best regards. 


UNITED STATES PLywoop CORPORATION. 
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ExHisiT 61C 
JouLy 7, 1953. 
From: Kelsey-Risden Co., Inc., 185 Christopher St., New York 14, N. Y. 
BAILEY ENGINEERING COMPANY, 
Ramsey, New Jersey. 
(Attention: Mr. L. H. Bailey.) 


GENTLEMEN: Confirming our telephone conversation of this date regarding 
my letter of July 22, 1952, wherein I quoted a price of 87 cents per set for the 
fabricated foil bags. Please understand that this price was a special one, based 
upon combining this order of 35,000 sets with another of the same material. In 
doing this there would have been no waste in material as the latter order had 
considerable waste 

The picture has changed quite some, today this material would cost in the 
neighborhood of 30 cents per yard. There has also been a new specification 
change and I would be happy to submit new samples and delivery at your 
request 

Very truly yours, 
KELSEY-RISDEN Co., IN¢ 
J. Rispt N, President. 


EXHIBIT 62 


Memorandum of August 7, 1953, from Lt. Comdr. H. L. Crain, Chief, Price 
Analysis Branch, Armed Services Medical Procurement Agency to Lt. Col. M. H 


srown, Armed Services Medical Procurement Agency concluding that Bailey 
could manufacture a set of moisture-vapor barrier bags for $2.10 each. 


7 Aucust 1953 


ASMPA/PPA 
Memorandum to: Lt. Col. M. H. Brown. 


Subj.: Cost of Moisture-Proof Bags for Blood Shipping Containers 

1. In determining subject costs, the following was ascertained 

(A) Material required—Barrier Material; Water Vaporproof, Flexible, Speci 
fication—MIL—B-131B, Class 1. This information received from Mr. B. R. Smith 


of Material Standards Division. 

(B) Amount of material required per unit—4™% sq. yds. This information 
received from Mr. Conroy of Material Standards Division 

(C) Cost of material per yard 


(1) Telephone quotation from Mr. Green of the Dobeckmun Co. was re 
ceived at .51 per sq. yd. including freight to any point east of the Rocky) 
Mountains. Quotation was on lots of 50,000 yds 

(2) Telephone conversation with Mr. Wagner of Acme Backing Co. was 

received at .47 per sq. yd. including freight to any point east of the Rockies 

The above quotation was on lots of 50,000 yds. or more. Mr. Wagner also 

stated that further slight reduction would be made on order over 1,000,000 

yds. 1 percent cash discount was offered. 

(3) In telephone conversation with Mr. Collerton of Army Quartermaster, 
16th St., New York City, the following information was received: 
On May 19, 1953, order was placed with Shellmar Products Co. for 
200,000 yds. at .4525 per yd. 
On May 21, 1953, order was placed with Acme Backing Co. for 20,000 
yds. at .45 per sq. yd 
On June 1, 1953, order was placed with Plastic Film Corp, for 35,000 
yds. at .4525 per yd 
Above prices included freight east of the Rockies. Prices to points in 
California were slightly higher. 
2. Therefore, from the above, it appears the material can be obtained in the 
neighborhood of .45 per sq. yd. and since it takes around 442 yds. per unit, the 
price of the material would be 2.025, The labor charge, which was ascertained 
by actually timing production is about .05 (exact computation is .0422) and 
allowing a reasonable overhead of 100 percent of direct labor would make the 
price of Barrier Bags 2.125 per unit. The overhead rate of Bailey Engineering 


43707T—54 23 
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Co. has been determined to be 68 percent of direct labor. Therefore, at quoted 
prices, Bailey could manufacture a set of bags for $2.10, computed as follows: 


ee i Oe atcad Maan Barada tk ON sn wei scape Scarica aban. 
Labor ‘ i : 3 = aide aitesinssape tiie Sicilia . 0422 
= gt sO ee <r Sr or Sap ne ae EP . 0287 

Ns dont watsen ci debts aiesiauscehealnen ie ip aeescamieteadiiadan a 


{s] H. L. CRaIn, 
LCDR, MSC, USN, 
Chief, Price Analysis Branch. 


ExuHisits 63A AND 63B 


Letter of August 11, 1953, from Texas Trunk Co., San Antonio, Texas to 
Armed Services Medical Procurement Agency, Brooklyn, N. Y., stating estimate 
the company could assemble a set of moisture-vapor barrier for container at cost 
of approximately $38 per unit, although company had been procuring them 
assembled at $3.21 and $3.25 per unit. Points out that these cost estimates do 
not include cost of installation in container. 


EXHIBIT 63A 
Texas TRUNK Co., INC., 
San Antonio 7, Ter., August 11, 1953. 
Ref: ASMPA PB-5 OIN-41740 Stock No. 4-186—120. 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
84 Sands St., Brooklyn 1, N. Y. 
(Attention: Eugene L. Shanahan, Major, USAF (MSC), Contracting 
Officer. ) 


GENTLEMEN: With reference to your letter of the 6th of August which was 
received by us yesterday the 10th we are pleased to submit the following 
information : 

Number of square yards of barrier material per container, 5. 
Cost of barrier material per square yard, .476. 
Cost of barrier material per container, $2.38. 


Inasmuch as we have not yet fabricated barrier envelopes in our plant it is 
impossible at this time to give actual cost of labor per container or the overhead 
involved thereon. We, however, feel that the set of three barriers required per 
container can be assembled to us at a total cost of approximately $3.00 a unit. 

The barriers that we have previously and are presently using in the fabrication 
of the containers we are now manufacturing have been supplied to us by two 
different subcontractors. We procured 2.000 sets through the Graham Paper 
Co. at a unit cost of $3.21 a set. We procured approximately 7,100 sets from 
Vanant Products of Tomah, Wis., at a price of $3.25 per set. Both of these 
prices being delivered to our plant in San Antonio. 

We would like to point out, as well, that these cost figures do not include any 
cost for installation of the required barrier in the insulated container. 

I trust that this information will be of value to you. If we can supply you with 
any further, please feel free to call upon us. 

Sincerely yours, 
{[s] Wriitam H. Ar itt, 
Vice President. 


ExHIsiT 63B 
6 AUGUST 1953. 
PB-5 OIN-41740 Stock No. 4-186-120 Serial 90970 ELS/MFC: mr. 
Re: Contract OIN-41740, Stock No. 4-186-120, Container, Shipping, Insulated, 
Type 1, M-1. 
Texas TRUNK Co., INc., 
1024 S. Laredo St., San Antonio, Tezras 
(Attention: Mr. Wm. Arlitt.) 

GENTLEMEN: This Agency anticipates being called upon to present certain 
cost data to the House Committee on Government Operations regarding the 
purchase of Container, Shipping, Insulated, Type 1, M-1. 
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It is therefore requested that the following information concerning your costs 
on the heat sealed barrier envelope of moisture vaporproof material fabricated 
in your plant, conforming to Class A of Specification MIL-B-131 and referred 
to in Paragraph 8.2.1.1 of Purchase Description No. 8 dated 16 April 1952, ap- 
plicable to reference contract, be submitted to this office: 


No. of sq. yd. of barrier material per container: 
Cost of barrier material per square yard: 
Cost of barrier material per container: 
Cost of labor on barrier material per container: 
Overhead on above: 
Total cost of barrier envelope per container : : 
Your cooperation in a prompt reply to this letter will be greatly appreciated 
Very truly yours, 
ec: IG (ASMPA) EUGENE L, SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 


ExniBpits 64A AND 64B 


Letter of August 19, 1953, from Graff, Bogert, & Seco, to LCDR H. L. Crain, 
Armed Services Medical Procurement Agency forwarding schedule of opera 
tional costs by unit of installing the various types of sealing material in blood 
shipping containers manufactured by the Bailey Engineering Co 


Exuisir 64A 


GRAFF, BoGert & SEco, 
ACCOUNTANTS AND AUDITORS, 
Oradell, N. J., August 19, 1958 


Re: Bailey Engineering Co., In Ramsey, N. J. Blood Shipping Containers 


Commander H, L, CRAIN, 
drmed Services Medical Procurement Agency, 
, Sands Nt., Brooklyn, N. Y. 

DEAR COMMANDER CRAIN: At the request of Mr. L. H. Bailey, President of the 
above corporation, we have prepared a schedule of operational costs by unit of 
installing the various types of sealing material in blood containers manufactured 
by the Bailey Engineering Co. The unit cost shown on the schedule represents 
the best estimate available and is based on information obtained from the re« 
ords and supplemented by the officers of the corporation, 

Sometime ago Mr. Persons visited the plant and at that time estimates on the 
cost of this installation were discussed with him. The figures shown on the 
attached schedule may be a slight variance with those arrived at with Mr. 
Persons, however, we believe that the figures being submitted are the best 
obtainable under the circumstances. 

If there is any additional information required, please let us know. 

Very truly yours, 

HJG/an enc cc: Bailey Engineering Co., Inc. 

[s] Harry J. Grarr, Jr. 


Exutpsit 64B 
BAILEY ENGINEERING COMPANY, INC. 


Breakdown of cost by unit of sealing operation in manufacture of blood- 
shipping container 


Asphalt Latex Spray Method: 

Material: 18,736 divided by 23,000 1e $0. 815 
Labor: 

8 men at 1.70 per hr.X538 hrs. divided by 1,200 


8X1.70X59.5=809.20 divided by 1,200 éu . 67 
Direct Overhead (.1158 of labor) oe ee aatie ots Dells . O78 
General Overhead (.5626 of Labor) aie clearer is 379 

Total ieicetvit si estab tect wien - isoscaesetiibieiaion 1. 946 
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Breakdown of cost by unit of sealing operation in manufacture of blood- 
shipping container—Continued 


Heat Sealed Envelope Method—Prefabricated : 
Material: 1 set vapor barrier bags _ 87 
Labor 
1 woman at 1.2553 hrs. divided by 1,200 
2 men at 1.7055 hrs. divided by 1,200 


1X 1.25 59.5=74.375 divided by 1,200=.062 


> 1.70 X59.5=202.30 divided by 1,200 169 93 
Direct overhead (.1158 of labor) ie , 027 
General Overhead (.5626 of Labor) : . 130 


Heat Sealed Envelope Method—Fabricated by Us: 


Material: 3% Sq. Yards at .30 Approx 1.05 
Labor: 

As in Prefabricated 23 

Additional: 1X1.25X59.5=74.375 divided by 1,200 . 062 

Total_ - 293 

Direct Overhead (.1158 of Labor) . . 034 

General Overhead 5626 of Labor) . 165 


rhis price based on Kelsey-Risden Quotatior 


I 
Chis price based on Kelsey-Risden Quotation Dated July 7, 19938 


Memorandum of August 24, 1953, from Maj. Joseph P. Rossi, Chief, Specifica 


tions Branch, Armed Services Medical Procurement Agency to Chief, Purchases 
Division Armed Services Medical Procurement Agency confirming allegation 
presented at ngressional hearing that Bailey container gasket was not man- 


ufactured of monocellular rubber as required by specifications 
24 AuaustT 1953. 
ASMPA-MSP RS:JJV: dh 
Memorandum to: Chief, Purchases Division 
Subject : Stock No. 4-186-120, Container, Shipping, Insulated, Type 1, M-—1. 

1. A review of the testimony at the Congressional hearing on subject item, 
reveals that doubt was raised as to whether the rubber used by Bailey Engineer 
ing for the gasket was in accordance with specifications. Investigation reveals 
that the rubber gasket material used to seal the top edge of the insulation on 
he chest body does not appear to be manufactured of monocellular rubber as 
required by specifications. If these facts are verified an estimated savings of 
approximately $0.15 per unit is indicated 

2. It is to be noted, however, that a container fabricated with the sponge 
rubber furnished by Bailey Engineering has been found to perform as required 
by specification. 





[s] J.J. VIT_R, 
(for Joseph P. Rossi, 
Major, USAF (MSC), 
Chief, Specifications Branch). 

25 AucustT 1953. 

1. Received above memorandum this date. 

z. Contractor requested appointment for conference on 24 August 1953 on 
above subject and was granted same. See Memorandum for the Record dated 
24 August 1953. 

[s] EUGENE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 
A certified true copy: 


EUGENE L. SHANAHAN, 
Vajor, USAF (MSC). 








INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 343 


EXHIBIT 66 


Letter of August 26, 1953, from Bailey Engineering Co. to Armed Services 
Medical Procurement Agency, Brooklyn, N. Y., requesting clarification of require- 
ments for spray coating of asphalt latex barrier material, finish on aluminum 


liner, and lamination of fiber to the 7 wood 
I BA I I Co 
{ugust 26. 1953 
Ref: ( t t No.—-_MPA-30-28 18435 O.1. 42687 
ARMED SERVICES MEDICAL P1 M AGENCY 
Ss, Sand Ntreet, B oklip \ ) 
Atten i \! ri L. Shanahan, Contracting Officer 

( iccordance with the conference held Monday, August 24, 1953, 
between you f m1 der Timbe ike, Mr. Calamari, Commander Leidman 
Mr. D er, and the writer, we discussed the following : 

l. We wish to request a Clarification of the prescribed 44-inch spray coating of 
the asphalt latex barrier terial as set forth in your letter of 12 June, 1953. As 
was pointed out during our discu n, the scosity of the spray, (together with 
the interior and exteric limensions of the container) does not lend itself to an 
application of 14-inch thickness upon all surfaces. Keeping in mind the impor 


tance of the functional purpose, we respectfully request that this requirement 
be modified to the extent th: it the spray should provide a complete coverage and 
bond of styrofoam to wood and styrofoam to aluminum, i. e., application of as- 
phalt latex material shall be of sufficient quantity to provide complete coverage 
for all surfaces of plywood and aluminum that are adjacent to and bonded to 
the styrofoam 

2. We would also like to call to your attention a particular portion of the 
specification on aluminum, No. QQA-561. This specification covers half-hard 
to hard, mill finish Our inquiry to the aluminum mills elicited a glossary and 
lefinition of terminology on aluminum, published by the Aluminum Association. 
This publication and the aluminum mill describe a mill finish as: “Sheet ma- 
, having an uncontrolled finish which may vary from sheet to sheet and 
within a sheet, may not be entirely free from stains or oil.” We have on hand 
a considerable quantity of aluminum made to this specification. We discussed 
this matter during our conference of Monday and pointed out that these stains do 
not affect the life or performance of this material. We find a definition of water 

tain as follows: “A superficial etching of the surface from prolonged contact 
with moisture in a restricted air space such as between layers of the product. 
Such stains are generally white in appearance.” This description covers such 
stains as are found on some of the sheets in our warehouse. According to the 
Aluminum Association, the presence of these stains falls within the category of 
a mill finish and accordingly, within the scope of the specification. We would 
like to have permission to use this material in such condition. 

3. We are at present completing the construction of hydraulically operated 
hot presses to be used in laminating the fibre to the plywood. Our considered 
research indicates that this is the best method of lamination. With reference 
to sampling of production using the new adhesive, we would like to request per 
mission to make an initial shipment of 25 containers, samples to be taken from 
this initial shipment in accordance with sampling instructions of June 18, 1953 
On these and any future containers, all rubber will be according to the most 
recent interpretation of the specification, i. ¢., sponge rubber on the lid gasket 
and monocellular rubber on the bottom gasket. We have apparently misinter- 
preted these specifications by the use of sponge rubber on both upper and lower 
gaskets. We note at this time, that your specification, paragraph 3.2.1.2, Lid 
Section, states: “Continuous length of molded sponge rubber gasket”. We have 
always used a gasket fabricated of four strips securely cemented at the joints. 
May we have a Clarification on this item? Inasmuch as it is not the desire of 
this company to profit through any misinierpretation of specifications, we wish 
to offer a voluntary price reduction of 48 cents each on all units shipped to date, 
using a sponge rubber gasket. 
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We would respectfully request an early clarification of the above items. I 
believe this covers the matters brought up at the conference. In the event we 
have overlooked any item or matter, I would appreciate your calling it to our 


attention 


\ ‘ ! e cop 
( L. SHANAHAN 
- } 1] Wer) 
Ex! 67 
Me andum of September 7, 1953, from Lt. Col. J. W. Polkinghorn, executive 
officer to officials of Armed Services Medi Procurement Agency, re plant 
nspect f Texas Trunk Co., Inc., San At I les 


7 SEPTEMBER 1953. 
Memorandum to: Chief of Agency 
Chief, Purchases Division 
Chief, Material Standards Division 
Chief, Industrial Mobilization Division 
Subject: Plant Inspection Texas Trunk Company, Inc., 1024 South Larado 
Street, San Antonio, Texas—OIN-—41740 
1. Date of plant visit, 3 Aug. 1953 
® Authorit Letter Order 508, dated 30 July 1953. and erbal instructions 
Chief of Agency 
3. Personnel Contacted—Mr. William H. Arlitt, Senior, President, Mr. William 
H. Arlitt, Jr., Vice President, and Mr. Dar {. Williams, Production Manager. 
4. Plant Facilities—For a complete description of nt facilities see Facility 
Survey Report made by Inspector of Naval Material, dated 29 May 1952. Since 
the date of this report the planned Administrative Building of a thousand (1000) 














square feet has been completed and is now in use. In addition, several new 
pieces of equipment including a gang dr have been added to facilitate the 
production of the current contract \ complete inspection of the production 
facilities was accomplished while operations were in progress An assembly 
line, including an overhead conveyor system which carried the fabricated outer 
shell of the blood shipping container through a paint-spraying booth and drying 
oven, was in production on the current cont! t tic power equipment 
vas being used on the majority of operatio1 Che lay-out of the production line 
Was omewhat congested but ! 1 ob ul \ heen designed wit] considerable 
thought toward economical ut ation of avai bie space An orderly flow of 
work had been established and nec y jigs and fixtures had been designed 

1 wer nuse. For additional comments on production fac ties see Inspector 
(General Report « f the Spec | Inspectior f th contract dated 1 May 1953. 

5. Discussions with Plant Managemet Since this was the first visit by any 
ners ' of fl Agenev to the hove fac \ number of subjects concerning 
the production under the present ! t and the fa ty in general were dis 

ed e length plat t , I f of the more 
portant d ussions foll 
a) Moisture vapor barrier bags: In July 1952 Texas Trunk placed two orders 
the heat sealed moisture vapor proof envelopes f n completing the 
present contract. The first order was placed with the San Antonio dealer of the 
Graham Paper Company of St. Lou ho subcontracted it to Floyd A. Holes of 
Cleveland. Ohio This order w: for two thousand (2000) sets consisting of 
three ,) envelopes) at a price of $3.21 per set. This order has been completely 
delivered and the enyelopes utilized The second order was with the Vanant 
Products Company of Toma, Wisconsin. This order was for thirteen thousand 

13.000) sets at a price of $3.25 per set Seven thousand one hundred and fifty 

7.150) complete sets have been delivered under this order. It has since been 
terminated by mutual consent at no cost to Texas Trunk except that they have 
taken over all utilized material acquired by Vanant for the production of their 
order This unutilized material consist f seven hundred and forty-nine (749) 


of the large envelopes, four hundred and fifty-one (451) of the inside envelopes, 





rw, 
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and twenty-seven thousand (27,000) yards of the moisture vapor barrier material 
This moisture vapor barrier material consists of a three (3) ply bonded lamina 
tion of cotton skrim, polyethylene film, and aluminum foil. The value of this 
material is placed by Texas Trunk Company at $12,857.00. Additionally, Texas 
Trunk has acquired a machine for heat-sealing of the envelopes at a cost of 
$75.72 and plans in the near future to begin fabricating their own envelopes 

In considering a modification of the contract to eliminate the use of this 
moisture vapor barrier material Texas Trunk maintains that, they believe they 
vould have a claim for their investment in methods and personnel training as 


vell as the cost of conducting new time studies and rebalancing their production 
line. This would be in addition to the material on hand and the heat-sealing 
nachine With respect to the barrier material the statement was made that, 


while it complied with the Federal Specification for Class A at the time of the 
contract, it would not meet Class A requirements of a new revision of th 
specification. Mr. W. H. Arlitt, Jr., states in addition that he would be extremely 
reluctant to attempt to manufacture the blood shipping container without utiliz 
ing at least the inner moisture-vapor barrier envelope. His reasons for this are 
based primarily upon his statement that he has been informed by the Reynolds 
Metal Company that aluminum cannot be successfully bonded to itself or to 
other material without the use of a solvent based adhesive. Since a solvent based 
adhesive cannot be used on styrofoam he feels that the inner moistureproof 
barrier is essential in order that after the barrier has been bonded to the styro- 
foam with Flintkote, a solvent based adhesive can be utilized to bond the 
aluminum to the inner barrier and the aluminum to itself. Mr. Arlitt further 
stated that he had been told by Mr. Charles Dill, a technical representative of 
the Flintkote Company that that Company could not assure him that the Flint 
kote 749 utilized by itself would provide a dependable moisture barrier 

When pressed for an estimate as to the difference in cost if the moisture vapor 
proof envelopes were omitted and Flintkote alone was used to provide the 
moisture barrier, Mr. Arlitt maintained that he could not give an accurate esti- 
mate without first running a series of tests and a sample production run. He 
did say, however, that he had once previously made an offhand estimate of a 
saving of $3.00. He stated specifically that he would like to back off from this 
estimate now since further study had convinced him that the savings in cost 
would not be this much. Under his present method of production where Flint- 
kote is utilized to bond the outer vapor barrier envelope, the styrofoam and the 
inner vapor envelope he states that his cost for the adhesive, i. e. the Flintkote, 
is a $1.67 per unit He calculates his labor for the installation of the vapor 
barrier envelopes at $0.25 per unit. He stated that he was unable to estimate 
how much additional Flintkote would be required if he were to utilize it as the 
sole moisture-vapor barrier 

During the inspection of the plant production line close attention was paid to 
the manner in which the moisture-vapor barrier envelopes were installed. The 
method utilized was as follows: 


The inside of the container was first sprayed with Flintkote 749. Next, 
the moisture vapor envelope was drawn over a form of the proper size and 


dimensions. Third, the form and envelope were inserted in the container 
and fourth, the form was withdrawn. In this method the adhesive acts as 
a lubricant during the insertion of the barrier envelope which h previously 


been drawn over the form No tears in the envelope were noted which 
were caused in the production process. 


The above information was furnished to Col. Angell and Cdr. Timberlake by 


phone on 4 August 1953. 
b) Reports of Damaged Shipments Received at Clearfield and Mechanic 





burg: The reports of damaged and improper shipment received on the destina 
n shipments of the blood shipp ng containers which were sent to Cl ield 
and Mechaniscburg were discussed with the management of the company These 


shipments had been made in accordance with changed instructions which pro 
vided that the outer shipping container should be eliminated for domestic ship 
ments of this item. In view of the fact that all of these shipments were FOB 
Destination the responsibility for the correction of the damage is a matter be- 
tween the Contractor and the Carrier. Mr. Arlitt was informed of the number 
of containers that had been damaged in each shipment and of the fact that the 
contract was again being modified to provide for the reinstitution of the require- 
ment that the container be encased in a fiber shipping carton. Mr. Arlitt stated 
that in view of the fact that his company had been somewhat fearful that damage 
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might occur in shipment, he had had each carload inspected prior to shipment 
by a representative of the railroads who had certified to the adequacy of the 
packing He therefore felt that all he required was a detailed statement of the 
lamage and he would be in a position to effect settlement with the carrier. He 
states that the carrier has refused to accept any more shipments without the 


rpacking He requested that the necessary information be provided at the 

é est possible date The above request was transmitted to Col. Angell by 
{ e Ol > August 195 

( Modification \I ‘ t ited that he had been delayed several 

roduction of | Col ment il again th engeth of time 

ed prove his ] rod im] He also discussed at some 

espe reinforcing of tl ges, and the 

eC st hi pl led e installat of einforcing chain 

| t | eve efl ( l process the fina ntract modification 

SO.4 r tl s d in installation of 


I l \ ed oO tA Angt l i phone on 3 


oi l-Shipping Containers: Mr. Arlitt 
earit | 1 be el n Thursd ‘0 July 1953 bv House 


Su on the subject of d poping containe Complete informa 
vith respect to this heat V LN ble to the dersigned at the 

. {ne Fy if However \I Arlit Wa I med that a report had been 

t the Bureau of Standards had performed functional tests on the 

ng containe nd that. f the containers tested, including those 

| by Texas Trunk Com} et the functiona erformance test 

ng to the Bureau of Standard Mr. Arlitt took violent exception to this 

ed that he was not only certain that his blood-shipping containers would 

et the functional performance tests required but that he believed they would 
Surpass then He based these statements upon his own tests which he states 


tre frequently performed in the course of his quality control proceedings and also 
upon a report which he had received from the Southwest Research Institute of 
S500 Culebra Road, San Antonio, Texas. A copy of the report of the Southwest 
Research Institute, dated 38 October 1952 was forwarded by mail, attention Col 
Angell, and another copy is attached hereto. Mr. Arlitt was informed that the 
Avency as confident that the blood-shipping container if manufactured in 
accordance with specifications, would meet all functional performance tests. He 
was further informed that this Agency had no apprehension with respect to the 
current investigation and only desired that all the facts should be revealed and 
the ood-shipping container judged on their merit. Mr. Arlitt requested advice 
as to whether or not he should contact his Congressman in regard to this matter 
and was informed that inasmuch as that was a political question it was outside 





the realm of the procurement activity and entirely one for his own decision 
However, he was again assured that if his container met the specifications it was 
ef of this Agency that he had no cause for concern. Mr. Arlitt again stated 


t t he felt his blood-shipping containers not only met the Specifications but in 
mat respects exceeded them 


(e) Improvement in Specifications: Mr. Arlitt, Jr., stated that he had several 
suggestions for improving the specifications of the blood-shipping containers 
One of these had to do with the type of hinges utilized. After considerable 
search, Mr. Arlitt maintains that he has located a type of hinge which will be 
adequate to support the lid section of the blood-shipping container, without the 
necessity of the use of the chains on the side of the box. He also stated that a 
molded crimped metal covering around the top edge of the bottom section of the 
container with a matching crimped valance inclosing the bottom edge of the lid 
section would serve to provide a much better fitting closure. Mr. Arlitt was 
requested to submit his suggestions for improvement of the specifications to the 
Material Standards Division by letter 

6. Comments on Production—A number of instances of minor deviations from 
specifications were noted during the inspection of the production line. However, 
most of these entailed the use of methods or materials obviously exceeding the 
specification requirement. For example, the specification, par. 3.2.3, calls for 
attaching the draw bolts by at least two (2) rivets on the valance, and by headed 
tacks clinched on the inside at least one more point on the cover. Texas Trunk 
is using a split-rivet with a washer for the attachment of the draw bolt at this 
additional point on the cover instead of a headed clinched tack. They state that 
this gives considerable extra strength and is superior to the specification require- 


>» 


ments. The specification Par. 3.2.1.1 requires that the fiber covering shall 
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‘ 
ginate at a point on the inside of the plywood box approximately two (2) 
nches below the top and shall be securely stapled on the inside t inter s not 
( tha tw (2) inches t, al the entire b It was noticed durin 
I ourse of the inspectic \ iples were bein ed f n 
‘ re side rather than st t intervals not greate han two (2) ine! 
When ft) f t w pointed to Mr \r he de i the f t that é 
filve ( ng W ( ec! ra ted I he } cle f f les 
his was 1 rer ed by the spe itior He iined and it is 
f ) issu! that the ethod of cementing the plywood and iring it 
le pressure - peror oO e utiiizat no he st pies alone 
evera n tl onvey ne we noted which Mr. Arlit ribed_ te 
teeis personnel which he d was particu v bad at this time of 
eal At this point, Mr. Arlitt v I d the infor n that his ¢ pany 
ner ( Su Wray ! ‘ st s mths | uctior 
ae { $s CO! ct ii¢ I ug 18 June 1953 his « t for 
eria d labor alone produ n the blood shipping contains had 
( ed & » per t He ed | direct material or cost t > iw 
Hie fe t p ng h | vy close on this ct bu 
( } ew he l te ( t nd l profit if he » 
mplete t contrac thout d ‘ ivs H ins to recoup pal 
Ss rtu he ret ‘ S vil to mnufacture |} ow 
( , er enveloy ! e f Wh he would place 
t cos ry the production h envelopes in his ¢ plant he } f 
he e ( f ess than $3.25 pe f 
DD ! hie ! ( on of the production no personnel were 1 ( vh 
he gned to fu e inspection d onl When s 
( \ h M Arlitt he med t he r ed 1 i vy on sf ns] 
Supervisol nspectiol ind p ed out severa Ipervisory pe nnel 
k randor nspe Is OM ns Other pers ‘ 
, finishir operations to nerf were » cha d with inspee n 
f rroduct processes M \ f he tained t he relied 
pon ale pli d testir the « pleted ] to re uni 
N hoxes w } hb ) defe Ss were ‘ eit} 1 
I ! the I eted units 
4; SO Isions 
Ie s Trunk Company is parently producin l-shipp t r 
r ge ( I I Ss¢ if ‘ h the specif ! 
Db. | d fa are adeq production of the contra 
ec. Personnel appeared to be f rained and rea ibly efficient 
d. Mar ement Is coon tive D ren experienced nd ave the 
pre f nee t 1 desire to do a creditable jol 
e. Minor f pecifir ns were n 1 but ently essen 
provemer! on the specification 
Modifieati f ! lex Pru ( my ntt enn ife tl S¢ 
f the ‘ } proof envelope uld ‘ lerab id I 
I e¢ he ate il and equipment or hand 
B 1-shippi containg hould t be shipped vy witho 1 
packed cartor 
A “aN I nk ¢ mpar ha sevel recommendat ding 
provement srecit I I 
8. R f It re mmended that: 
i yi ( ( Ve I } ( } ct 
l igh onsidered nd, if ace lly isidered s rior, that tl e 
ope authorized 
b. T | k ¢ I contract not be dified é e the ¢ 
al proof barrier en es 
( The Texas Trunk Company be former requested to ibmit their re 
mendations fe improvement in specifications and these recommendations 
thorou considered for inclusion in future procurement requirements 
d. Material Standards Division thoroughly investigate the statements made 
by representatives of the Texas Trunk Company that aluminum ¢an only be 
bonded to itself or to other material by a s« nt based adhesive and the pu 
technical representative of Flintkote re the use of 
Ss requested to 


rted statements of the 


barrier material. (Texas Trunk Company wa 


] ‘ , 


Flintkote as a 
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submit a letter to the Chief, Material Standards Division regarding this 
point.) Implications of these statements upon the present specification should be 
thoroughly considered. 
J. W. PoLKINGHORN, 
Lieutenant Colonel, USAF (MSC), 
Executive Officer. 


EXHIBIT 68 


Memorandum for the Record dated September 8, 1953, by Lt. Comdr. H. L 
Crair Chief. Price Analysis Brancl Armed Services Medical Procurement 
Aveney re repricil of Ba ley blood-shipping containers 

8 SEPTEMBER 1953 
MEMORANDUM FOR THE RECORD 


ASMPA/PPA 


Subject: Repricing of Blood Shipping Containers—Bailey Engineering Co., Inc 
1. asic contract price as follows 
OIN 42688—S831.60 
OIN 42687—S831.60 


» 


Delivered under OIN 4268S8S—3,937 units, under OIN 42687—17,707 units, due 
under OIN 42687—12,295 units 

Repricing is believed indicated for the following reasons: 

(a) Substitution of latex spray method of vapor-proofing, in lieu of barrier 
bags 

(b) Substitution of plywood of nonspecification thickness 

(c) Inferior workmanship (chiefly blisters on exterior of boxes). 

(d) Substitution of nonspecification gasket material. 

2. Price adjustments computed are as follows: 

(a) Substitution of latex spray method of barrier proofing 


} I x spr gs] 
; init 

Mat $2 VU < 
Lat fil 
4 Y ] { 

2 1.479 
Ge 4 9 2 
, 2. 433 1. 739 $0. 694 


(b) Substitution of plywood of nonspecification thickness. (No saving—letter 
from American Plywood Corp.) 

(c) Inferior workmanship (chiefly blisters on exteriors of boxes). (Savings 
per unit, $3.00.) 

Letter from Bailey Engineering Co. offering adjustment of $3.00 per unit. 
Adjustment accepted by ASMPA. (Above adjustment applies only to 2,297 
units. ) 

(d) Substitution of nonspecification gasket material 

Monocellular rubber, $1.39 per unit. 
Sponge rubber, $0.7343 per unit. 
Savings per unit, $0.6557. 

Information received from Mr. Bailey based on quotation from Minor Rubber 
Co., Bloomfield, New Jersey, supplier to Bailey Engineering Co., Inc. (No labor 
differential involved. ) 

3. (a) Therefore, on the 2,297 units with poor workmanship the computed 
saving would be $4.35 which would result in a recomputed unit price of $27.25 
(revised price). 

(b) On the balance that have been delivered (19,347) the computed saving 
would be $1.35 per unit, resulting in a revised unit price of $30.25 (revised price) 

(If it is assumed that all delivered units contained the defects due to poor 
workmanship noted above the saving would be $4.35 per unit and the revised 
price $27.25). 

(c) On the unshipped portion (12,293) the computed saving per unit would 
be $0.694 resulting in a revised unit price of $30.91 (revised price). 
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(Assuming, of course, that unit when delivered will be in strict accordance 
with revised specifications. ) 

4. Computed as above, the net reduction on both contracts would be $44,592.57 
(revised price). 

(If it is assumed that all delivered units contained the defects due to poo1 
workmanship the net reduction would be increased to $102,633.57.) 

H. L. CRAIN, 
LODR, MSC, USN, 
Chief, Price Analysis Brancl 


ExHipsits 69A-69C 


audit of cost differential on Bailey contracts, dated septel ber 8 
) gned by J. Skolnik, Chief, New York Branch Office, Army Audit Agency 
States that Bailey Co. did not maintain any cost accounting procedures 
whereby costs could be determined by specific operations, and since the prescribed 
envelope barrier had not been used by Bailey, no experienced costs were available 
for comparative purposes. Repert limits itself to comments upon cost estimates 
submitted by Bailey. 
Exnipir 69A 


NYRO 7904 (7X) 
BAILEY ENGINEERING Co., IN¢ RAMSEY, NEw JERSEY 
REPORT ON AUDIT OF COST DIFFERENTIAL 
CONTRACTS NOS. MPA 80—287—MD-18435 AND 18436 


Date of Report: 8 September 1953. Army Audit Agency, New York Regional 
Office, New York Branch Office 


rABLE OF CONTENTS 
Comments 
Determination of Direct Shop Overhead Rate. 
Determination of General Overhead Rate. 


ARMY AUDIT AGENCY, 
New YORK REGIONAL OFFICE, 
NEW YorK BRANCH OFFICE, 
180 Varick Street, New York 14, N. Y., 8 September 1953. 


Subject : Report on Audit of Cost Differential, Bailey Engineering Co., Inc., Ram 
sey, New Jersey. Contract Nos. MPA 80-287-MD-—18435 and 18436. NYRO 
T904 (7x) 

To: Chief, Armed Services Medical Procurement Agency, 84 Sands Street, Brook- 
lyn 1, New York. Attn.: Chief, Price Analysis Branch (ASMPA-PPA), 


1. Pursuant to request dated 20 August 1953 representatives of this office 
visited the subject Contractor for the purpose of determining the accuracy of 
the Contractor’s schedule, dated 19 August 1953, of unit operational costs for 
various procedures in installing moisture proofing and insulation in blood ship- 
ping containers being manufactured under the subject contracts. 

2. Contract data: The subject contracts, dated 28 June 1952, provided for the 
following quantities of specified blood shipping containers on a firm price basis, 
f. 0. b. point of origin, Ramsey, New Jersey: 


Contract number Quantit Unit price Total 
MPA 30-287-M D-18435 000 $31. 60 $948, 000 
MPA 30-287-M D-18436 750 31. 60 118, 500 


The contract specifications stipulate that “A close-fitting, heat-sealed envelope 
of a moisture and vaporproof material, conforming to Class A of Specification 
MIL—B-131, shall completely surround the installation inside and outside. * * *” 
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approxi ely $2.13 | In 
2) Labor, S0.251 The Cor tor estimated that one woman and two me! 
on the basis of a fifty-three hour work week could install the prefabricated hags 
and insulating material in 1,200 units However, the estimate contains a duy 
ciation of the overtime premium factor described in subparagraph a (2), above. 
Elimination of the duplication would reduce the estimate to s0.209 per unit 
How ( 1 putatior f a total utes for three 
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L) Materials, $1.050: The Contractor estimated that each chest would have 
required 6.9 square yards of material at approximately $0.30 a square yard 
fhe latter price was obtained from a quotation by the Kelsey-Risden Company 
dated 7 July 1953 Representative of the Contracting Officer advised that a 
anvass of several suppliers disclosed a minimum material cost of $0.45 a square 


yard, and that approximately 4.5 square yards of material would be necessary 





for each chest I he circumstances, it appears that the Contractor's estimate 
of material cost t is understated to the extent of $0.950. 

(Z I or The ( ntractor estimated that the labor cost for the 
installatic of irrier bag and insulating material would be the same per 
chest as in the alternate procedure discussed in subparagraph b (2), above 


To this amount was added $0.062 representing the estimated unit labor cost of 
one woman producing 1,200 units (cutting and heat sealing the material) in a 
fifty-three hour workweek. Elimination of the duplication of the overtime 
premium would reduce the Contractor’s estimate to $0.265 per unit However 
the Contractor’s computation of a total of 10.55 man-minutes per unit for tw 
women and two men was not substantiated by accounting and production records 
and is accordingly referred for review by a qualified technical representative 
of the Contracting Officer 

(8) Direct Overhead, $0.0834: The rate and comments contained in subpara 
graph a (3) above apply equally hereto. 

(4) General Overhead, $0.165: The rate and comments contained in sub 
paragraph a (4) above apply equally hereto. 

lor the Regional Director: 

J. SKOLNIK, 
Chief, New York Branch Office. 
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Exursit 69B 
BAILEY ENGINEERING CoMPANY, INC. 


Determination of direct shop overhead rate for the 12-month period 
ended June 30, 1953 


Purchasing salaries a _ $2,965. 00 
Shop expense__- ‘ —_ a 3, 720. 89 
Insurance es - el wikia ; = ees he 1, 536. 34 
Depreciation of machinery, equipment, and fixtures “a 1, 193. 74 
Building expense_- i ; tee 6, 617. 02 

Total shop expenses, as submitted by contractor (a) 16, 082. 99 
Total shop labor per Contractor (b) : sea _ 136, 779. 45 
Percentage of shop expenses to shop labor (a divided by 6) : 37 


NOTE The above data were obtained from an operating statement for the 12 months 
ended June 30, 1953, which was submitted by the contractor to the contracting officer 
as of July 10, 1953 In view of the urgent requirement for the subject report, and pursuant 
to instructions from the requesting agency no detailed examination was made of the 
individual expenses, 


Exarpit 69C 
BAILEY ENGINEERING CO., INC. 


Determination of general overhead rate for the 12-month period ended June 30, 


1953 
Officers’ compensation______-_-- a a crate car eres $20, 960. 00 
Office salaries______-_~_- Foo vkeneabb ate erhdeniaia é ai -- 10,313.18 
Rent oars Se ae eine icin ’ aa pan Sele oe ST ~—. 11,000.00 
Interest — ak ke ark ewenmiopade eee 4, 693. 33 
III © SUNN sc ccgecsnnssecbiniesearievetorsnne sa a . ; sai 6, 726. 97 
yl) | : : ana Se ee 77. 86 
EIN io ein a cacines siiccca ahem 562. 50 
Advertising_-_-- ie atlas = tcc er ae 197. 53 
Telephone _- soci ; ‘ nme as otes 2, 531. 38 
Office supplies and expense sind Miata aaeeemianaa i 2, 001. 95 
Car and traveling._____- sscaisbclaeset a ra al ore 7, 185. 32 
Dues and subscriptions___--__- asmens es ‘ a nasi 412. 00 
Accounting and bookkeeping services_- Sayren ee ae ae - 5, 105. 28 
Bank charges___. ---~~- J wate bees ; dk 154. 63 
Public relations.___..-___ eS ae sia adh ct aerate Pais 4, 514. 08 
Equipment writeoff___-___ — état ehewsekeeoe sid cnlepacncaee 234. 72 
Discounts (sales discounts in excess of purchase discounts) — = 3, 020. 57 
Legal ee eee lds oe eb an timicbinibiened ie ee bende cna 1, 684. 57 
Business promotion__---- Braces i Spee iets a2 698. 45 
Christies expebbe. oho. oo. y Nae hs Scases sad Sse accn pee ba aca ha 1, 080. 75 
Mailing expense____________-_ eee be ee ee eee oe 277. 71 
Irn I Ss cacao ee caiare ini site 365. 00 
Insurance_ ST eee Pike ces Si Sith ae ee : ‘ 6, 173. 02 
I a a risen hes ee ee he Rad cond Sse 2, 773. 09 
Building expense—office_____ RRRTER RIES SS eee Sdccase nae 1, 654. 26 
peer CEOS. be ci cece ples Sa ee Oe beware 73. 88 


Total general expenses, as submitted by Contractor- .._ 94, 471. 98 
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Determination of general overhead rate for the 12-month period ended June 30, 
1953—Continued 


AAA Auditor’s adjustment: Sales discounts deemed to be a reduction 
of sales and not an element of cost 3, 020. 57 
Total general expenses, as adjusted (a)-_-_- ‘ 91, 451. 41 
Total processing costs (shop, engineering, and trucking labor and 
overhead) (b)-- itera ea ‘ ; sa 
Ratio of general expenses to processing costs (a divided by b) 
percent 


241, 976. 89 


37.8 


NOTE.—The above data were obtained from an operating statement for the 12 months 
ended June 30, 1953, which was submitted by the contractor to the contracting officer as of 
July 10, 1953. In view of the urgent requirement for the subject report no detailed 
examination was made of the individual expenses However, the net discounts in the 
amount of $3,020.57 were excluded from the pool in accordance with generally accepted 
accounting procedure whereunder sales discount are considered to be a reduction of sales 
income and not an expense. Further, the AAA auditor utilized the allocation base of 
processing costs (total direct labor. engineering, trucking, and shop expense) which was 
considered to be a more equitable and representative basis than the contractor's procedure 
which allocated general expenses to the shop in the ratio of sales and the resultant total 
shop pool in the ratio of labor costs. 
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Exuipir 70 


Armed Services Medical Procurement Agency laboratory report on Bailey 
blood-shipping container, reviewed on September 8, 1953, by J. R. Beall, technical 
reviewer, Armed Services Medical Procurement Agency. 
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Exuieir 71 
Memorandum for the Record dated September 8, 1953, by Maj. Eugene L 
Shanahan, contracting officer, Armed Services Medical Procurement Agency, 
re status of Bailey contract. 
8 SEPTEMBER 1953 
MEMORANDUM FOR THE RECORD 


Subject: Status of Contract OIN-42687, Bailey Engineering Co. for Stock Ne 
NS4 CD-V-156, Container, Shipping, Insulated, Type 1, M—1, 30,000 Units 


Qua ’ } 
indelivered ; 2 
nit aeir 
1. Contract de ry schedule 
O $1, 1952, 4,000 units 
oO 2 1952, 4,000 units 
J 28, 1953, 4,000 unit 
Feb, 1953, 4,000 unit 
Mar. 31, 1953, 4,000 units 2, 293 158 
Apr, 30, 1953, 4,000 u t 4, 000 12s 
May 29, 1953, 4,000 units 4, 000 OS 
June 30, 1953, 2,000 units 2. 000 68 
Shiy d, 
Unita 


Total quantity due under terms of contract jRoatilehiadsiet i 30, 000 
Total quantity shipped to date___- . J ; con bby POO 
Total quantity undelivered a . aia ike ae 
2. Review of contract file discloses the following time is excusable as being 
beyond control of the contractor: 


Days 

a. Elapsed time to test production sample_-- ert: * See 
Total excusable time : ; 22 

3. Total quantity of 12,298 units still due on the contract are in a non 


excusable delinquent status varying from forty-six (46) to one hundred thirty- 
six (136) days. 
EUGENE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 
A certified true copy: 
EUGENE L. SHANAHAN, 
Vajor, USAF (MSC). 


ExHIsItT 72 


Undated letter (received September 11, 1953) from Maj. Eugene L. Shanahan, 
contracting officer, Armed Services Medical Procurement Agency, to Mr. Wolfe, 
investigator, General Accounting Office, New York, N. Y., re degrees of variance 
between vouchered shipping dates from Bailey plant and dates of receipt of such 
shipments—detailed tabulation attached 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
84 Sands Street, Brooklyn 1, N. Y. 
[Undated. Received September 11, 1953.) 
Address reply to Chief, Armed Services Medical Procurement Agency, and refer 
to ASMPA-PB No. 5. 
Serial: 
Memorandum to: Mr. Wolfe, Investigator, General Accounting Office, 341 9th 
Avenue, Room 1033, New York 1, N. Y 
Subject: Contract OIN 42687, Bailey Engineering Co., Stock No. NS 4-CDV-156 
Blood Shipping Containers, Schedule of Shipments 
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| ng the de eries of Blood Shipping 
Baile eering ( subi ed as a result of a direct 

; ‘ ray tt to the undersigned through Lt. Col 
Max H. Br n. Chis ( ntr til Officer Chis data ha ee! mpiled from the 


P ! LD ! l Agency and is presented as it 











() O5Y 1 (nn) 
NX 1 t, OOO 
] LOH: +, OOO 
28 Fel 1Y53 +, ODO 4 
Mar, 195: 1 OOO 
0) Apr 1953 1, OOO 
29 May 1953 £, OOO 
30 June 1953 =, OOO 
Quar f f 2.520 units shipped 20 Februar 1953 was 111 da late Quantity 
1,480 units comprisi final shipment of Ist quantity due (4,000 units) under 
f t, shipped 4 Ma 1953 w 123 days late 
lux time all l e unae i eT of the contract 
Days 
D due to subcontractor y to obtain tinplate for fabri 
mn ¢ ice containel 40 
lime required by the Government to test production sample 22 
Total 62 
ip. t made BO Februar 1953 wa {9 days delinquent and shipment 
ide 4 M 1953 was 61 days d que 
During the period from 6 March 1955 to 30 April 1953 a total of 9,500 units 
ve hippe During tl] l I tor exceeded production schedules by 
750 pel th 
5. Delivery status of contract OIN 42688, military contract for subject item. 
Contract delivery and dates shipment vere made as follows 
( cle \ date 
io) s 31 De 195 
I ‘ ! per 
1 if 
l yur ~ 
7501 
l rime required by Government » test pre-production samples was 89 
\ I’ ision 38 of supply contract specifies the Governme may take 15 
and excuses conti or for any time in excess of 15 days Excus- 
therefore 24 days and establishes new contract delivery date of 24 
| \ 14) 
Ar I al lates ship} 
Delinquency 
tay) 
1613 un 23 Jan. 1953 0 
OO oul ) n. 1953 : 5 : 
io { 1 } TOs 13 
76 1 Fel Lon 18 


[s] EuGEeNE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Office r. 





wnat 





INSULATED SHIPPING CONTAINERS FOR WHOLE BLOOD 363 


ExXHipir 73 


Armed Services Medical Procurement Agency laboratory report released Sep 
tember 11, 1953, by Lt. Comdr. G. V. Murphy, laboratory officer, Armed Services 
Medical Procurement Agency, re tests on Bailey container. 
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EXHIBIT 74 


Letter of September 15, 1953, from Maj. Eugene L. Shanahan, contracting 
officer, Armed Services Medical Procurement Agency, to Bailey Engineering Co., 
Ramsey, N. J., officially notifying company that contracts have been defaulted 
for failure to make delivery within time specified and repeated failure to produce 
units conforming to specifications 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 


8, Sands Street, Brooklyn 1, N. Y., 15 September 1953 


Address reply to ¢ hief, Armed Services Medical Procurement Agency, and reter 
to ASMPA-—PB-5 OIN—-42687 NS-4 CD V-156. 

Serial: 

Subject Notice of Termination for Default on OIN-42687; MPA-30-287—md 
18485: dated 28 June 1952; Terminated as to the Stock No. NS—4 CD V-156; 


for quantity of 12,295 


The BAILEY ENGINEERING COMPANY, IN¢ 
] nd R ad, Ramse ~ Nv J 


GENTLEMEN: You are hereby notified that, because of your failure to make 
delivery of the supplies called for by the above mentioned contract within the 
time specified or to perform the services therein, your right to proceed with 
delivery thereunder of the materials and supplies or services called for by said 
contract (or such portion thereof, if any, as is described below), is hereby 
terminated pursuant to Provision 11 of said contract, entitled “Default’ 

Your default under said contract consists of the following acts or omissions 

n your part: 

1. Failure to make delivery of 12,293 units within the time specified. 

2. Repeated failure to produce and deliver units conforming to specification 
Since it does not appear that your default was due to causes beyond your con 
trol and without your fault or negligence, you are further notified that the 
Government May, pursuant to said Provision 11, procure in the open market, 
upon such terms and in such manner as the Contracting Officer may deem ap 
propriate, supplies or services similar to those as to which your right to proceed 
with delivery is hereby terminated, in which event you and your sureties will be 
inble to the Government for any excess costs occasioned the Government thereby 
In addition to its right to charge you for any excess costs occasioned the Gov- 
ernment, the Government reserves all rights and remedies provided by law or 
under said contract. 

This Notice cosntitutes a findings of fact pursuant to Provision 12, entitled 
“Disputes”. If in your opinion the findings and decisions hereinbefore set forth 
involve a dispute concerning a question of fact, you are hereby notified that in 
accordance with the provisions of Clause 12, “Disputes”, of the above numbered 
contract you may appeal from these findings and decision to the Secretary of 
the Army If properly filed, your appeal will be heard by The Armed Services 
Board of Contract Appeals, the duly authorized representative of the Secretary. 
The Rules of the Board provide that an appeal may take the form of a notice 
of appeal It may be in the form of a letter or any other form which presents 
the necessary information, including specific facts and argument, complete in 
reasonable detail, in support of the appeal. A notice of appeal must be addressed 
to the Secretary of the Army and must be mailed to, or filed with, the under- 
signed Contracting Officer within thirty (30) days after receipt of these findings 
and decision. A notice of appeal should indicate that an appeal is intended 
and should identify the contract (by number), the decision from which the 
appeal is taken, the date of the decision, the contractual provision concerned in 
the dispute, the nature of the dispute, and the relief sought by the appeal. The 
Rules further provide that the notice of appeal should be signed personally by 
the Contractor taking the appeal or by an officer of the appellant corporation or 
member of the appellant firm or by the contractor’s duly authorized represen- 
tative. Three copies of the notice of appeal should be furnished. 

Very truly yours, 
EUGENE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 
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fice \ ( ‘ \Me ] l el \ to Chief of 
A ore : f } ’ ent he designated to 
Lie roper costs on 
ie ered 
6 SEPTEMBER 1953 


ASMPA-PB B 


l Containers, Shipping, Insulated, Bailey Engineering Company, Inc., Con 
tract OIN 42687 shipped 17,707 units, Contract OIN 42688 shipped 3,937 units 


1. It recommended that a team of Techn il Representatives be designated 
ert ( wing te ind price analytical studies and make recom 
dation to the Contracting Officer in regards to establishing proper costs on 


ait vered on the above ment ned contracts 


A. Technical Representatives to make inspection of depot stocks for the pur 














e of ve ving the existence sul dard materials and workmanship therein, 
ch inspection to include but not nec irily restricted to the following factors: 
Poor worl inship, as evider i by presence of the following deviations 
Blisters present the ilcanized fiber on the outer surfaces of the 
ne 
Aluminum panels incom] ely sealed and cemented to styrofoam 
Warping of file ice ul e of the ad 
2) Deter nation as to ns] f mn rubber gaske 
B. Price Analysis Representative to review Army Audit Agencies report on 
idit cost differential No. NYRO 7904 (7x) dated 8&8 September 1953 
2. Informat s furnished that shipments numbered 72 through 84 delivered 
I e Charl La., or Mechat bur Pa., under contract OIN 42687 should 
b¢ d in the deter1 tion of poor workmanship since these shipments 
( epte h price adju I by Age! y etter dated % July 1953 covering 
te re a LA l ) (b) & (ce) the Contracting Officer pro- 
pose i p ‘ a tment accepted in the 9 July letter to all other 
mh hipped if the de ns are resent It is recommended that Tech- 
Representatives develop such information as will support this proposal or 
levelon ilternate <« ) 
S] Max H. Brown, 
Lt. Col., MSC, 
Chief Contracting Officer 
I HIB! TOA A » 76B 

Letter of September 28, 195 from William H. Arlitt, vice-president, Texas 
frunk Co., San Antonio, Tex » Arme Services Medical Procurement Agency, 

Brooklyn, N. Y., enclosing recommend ons requested by Armed Services Med 
P urement Agency for add specifications requirements for insulated 

I M1-shipping containers 


(Letter explains in detail why moisture-vapor barrier bags must be used 


instead of an asphalt-latex sprayed compound. ) 


EXHIBIT 76A 
28 SEPTEMBER 1953. 
Reference Military Medical Purchase Des« ription No. 8, dated 16 April 1952; 
Col iner, Shipping, Insulated Type 1, M-1, Stock No. 4—186-120. 
ARMED S VICES MEDICAL PROCUREMEN AGENCY, 
84 Sands Street, Brooklyn, N. 3 
Attentior Major J. P. Rossi, Specifications Section. ) 
nendations of additional specification 
req ( t s for the ins ted s] ping container requested by vour office 
We wish to apologize for the somewhat disorganized manner in which this 
information is being submitted, but in as much as you requested that it be 





| 
| 
| 
| 





forwarded with a minimum of delay herewith submitted Wi 
however, that the information desired can he uw rstood Should 
desire any ¢larification or elaboration, we will be most happy to dise 


vou by phone. We might also suggest that you contact Mr. O. R. Elder 


l e discussed it With him at great length 
rhe principal thought in our mind when we s¢ ip these more sy 
ent was to assure the Govern nt of a good, well-made lituble 
little or no increase in cost It is our sincere belief that if al 
nents are followed, such will be the result While some of the « 
ire more tly than others presently required, othe e less expe 
iviilable, and in our opinion jus litable 
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Avenue, New York City, as he is quite familiar with this type of u 


You will note that we have specified an e.cterior or waterproof 




















We fer that this is quite essential considering the function of the 
We have als Sy ied rtu in ¢ eled tv f 
this wil idd slightly t the end st t W greatly increase the ser 
the unit and wi rtu v eliminate the necessity of repail th; 

possible to perform considering the required insulation in the desig 

On the matter of the hinge, we feel that we have developed a hinge that is 
deq te f support the lid without the necessary addition of interior or ex 
terior supports which are extremely unsatisfactory at their best hile th 
hinge will cost exactly the same as that now specified, resulting in a considerable 
saving over present unit Incidentally, the hinge that we placed on tl sample 
submitted to your office by prepaid Express on the 24th of September, 1953, does 
not have the 105 decree stop desired This. of course. can easily be corrected 
When these items are placed in production, as well as the proper location of the 
rivet holes The tongue and groove valance recommended and installed or 1. 
sample will greatly add to the strength and serviceability of the container. It 
is presently being used on the majority of Military boxes and chests purchased 
hy the other Services, with good result 

On the matter of the moisture-vaporproof barriers, it is our studied opir 
that they should be ft in the shipping container as originally specified in Pur 
hase Desc ription +8 We arrived at this opinion only after considerable pro 
uction difficulty and thorough investigation of all possibilities In ldition 

temperature tests of actual models, it was proved that the moisture-vapor 
roof barriers definitely assisted in the maintenance of the desired ten perature 
level Irom a manufacturing tundpoint, the principal reason why we fer 
these barriers are necessary is that we could not develop a satisfactory mass 
production technigq ie utilizing a water base adhesive t glue togethe the alun 
num parts and rubber gasket as required tepresentatives of the Reynolds 
Aluminum Company advised us that to the best of their knowledge and belief 
there is not available on the American market a water base adhesive that will 
make a satisfactory aluminum to aluminum le joint, particularly under the 
conditions that the aluminum must be installed in this container. Representa 
ves of the Flintkote Compar nd the 3M Company ceé nelu 
ion. The adhesive people also advised us that no wa cou 
properly cement the rubber gasket to itself and to th 
equired in this container. These facts were supported | 1 stateme! y the 
Dow Chemical Company that any solvent base adhes might sé ttac 
he styrofoam insulation unless used with extreme care and under closely 
trolled conditions 

These facts were confirmed and verified by representatives of the Southwest 
Research Institute. These facts were also confirmed, much to our disappoir 
ent by actual production experience We initially endeavored to place or 
mass production basis this container, utilizing a Flintkote water base adhesive 
the number being Flintkote 749 We also attempted to glue up the st foam 
itilizing a solvent base 38M_ product Both methods failed when placed on a 
mass production basis We tore out and threw away the linings of s e 600 
trunks at considerable cost to our organizatior We did this because it was 
obvious to us that the method utilized was completely unsatistactors 

In this instance, the moisture-vaporproof barrier laver between the insulat 
ind the laver of aluminum and the rubber gasket makes possible a combinatic 
nse of ater base adhesives in the inst ation of the insulation and solvent 

‘ dhesive in the installation of the luminun nd rubber, creating a ver 
P f rv bond in every tance, wi perfect f¢ to the lation Wi 
feel ve vy strongly t} rofors } t} sture 1M pm heir er hye require 

) { 25 
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in the container and state most emphatically that the one barrier between the 
aluminum and the styrofoam in our opinion is absolutely essential. When it 
was suggested some months back by the Contracting Officer that we explore the 
possibility of the elimination of the moisture-vaporproof barriers, utilizing a 
sxlue line to create a moisture barrier, we investigated and concluded that such 
a result could not be obtained in the manner described. A technical representa- 
tive of the Flintkote Company visited our organization and worked with us most 
of aday. He stated, without reservation, that his firm would not guarantee us 
a moistureproof seal. In his opinion, their adhesive, when applied in an 14"’ 
layer, as specified, would require an indefinite, long period to set up since this 
manner of application would trap the water base and not allow evaporation. 
He also stated that in his opinion, if a thinner layer was applied and allowed 
to dry, it would becomé brittle and would likely develop cracks, considering the 
type of shocks the container would be subjected to in normal usage. He, there- 
fore, felt that it was impossible to obtain a moisture barrier utilizing only the 
type of adhesive specified 

There is an additional requirement which we failed to list in the attached 
suggested requirements. Upon completion of the container, the rubber gaskets 
should be dusted with commercial tale or soap stone to prevent sticking of the 
rubber gaskets to each other during prolonged storage. 

We feel that the washed brass commercial plate now allowed on the exterior 
hardware and metal parts of the box is completely inadequate. This is pri- 
marily a dress-up finish that has very limited serviceability and have, therefore, 
recommended the type of metal finish usually specified in the procurement of 
containers of this type when bought by the other Services. Its cost is not high, 
and greatly lengthen the life of the item. 

I trust this information will be of some value to your organization. Please 
be assured that we will be most happy to cooperate in any manner that we may 
be of service. Please feel free to contact us at any time. 

Sincerely yours, 

TExaAs TRUNK Co., ING., 
WILLIAM H. ARLIrt, 
Vice President. 


EXHIBIT 76B 


RECOMMENDED SPECIFICATION REQUIREMENTS FOR CONTAINER, SHIPPING, INSULATED, 
Tyre 1, M-1 

>. Requirements. 

3.1 Material. 

3.1.1 Plywood: Plywood for both body and lid sections shall be 8 ply, 8% inch 

‘+k, conforming to Specification MIL—P-66, of either of the following types: 


Hardwood, Type I, fully waterproof bonded, grade 2, face and back, regu- 
lar sanded. 

Douglas-Fir, exterior types, grade B-B (not edge sealed or mill oiled) 
sanded two sides. 

3.1.2 Fiber. 

3.1.2.1 Vulcanized fiber: Vulcanized fiber used for the covering and the bind- 
ing shall conform to Specification MIL—F-10336A as to material, color, and work- 
manship but shall be approximately 0.017 inch thick for covering and approxi- 
mately 0.017 inch thick for covering and approximately 0.040 inch thick for 
binding. 

3.12.2 Plastic coated fiber: Plastic coated fiber used to face the insulation 
of the lid section shall be not less than 0.040 inch all Kraft solid fiberboard 
finished on the exposed side with a gray plastic-base waterproof finish. 

3.1.3 Hardware: All Trunk Hardware used in the manufacture of the con- 
tainer shall be of standard commercial type, stamped or formed from cold rolled 
or hot rolled steel. 

3.13 Corners: Corners shall be heavy flat corners, similar in size and shape 
to No. S—-1060 of J. H. Sessions & Son, Bristol, Connecticut, or No. 292 of Mil- 
waukee Stamping Co., Milwaukee, Wisconsin 

3.1.3.2 Valance Clamps: Valance clamps shall be heavy clamps similar in size 
and shape to No. S—1087 of J. H. Sessions & Son, Bristol, Connecticut, or No. 
8138S of Milwaukee Stamping Company, Milwaukee, Wisconsin, or No. 626S of 
Beehler Steel Products Company, St. Louis, Mo. 
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3.1.3.3 Hinges: Hinges shall be Texas Trunk Company, Inc., approximately 
105 degree stop hinge No. 148 or equal. The hinges shall be attached with 
tubular rivets through the groove binding and with tubular rivet and burr 
least one more point on the lid, and with 2 tubular rivets through the tongu 
binding and tubular rivet and burr at least 1 more point on the body. 

3.1.3.4 Handles: Handles shall be The Stanley Works, New Britain, Con 
necticut—Chest Handle No. 1205—4 inch or equal, punched for %%;4'’ diameter 
rivet. 

3.1.3.5 Drawbolts Drawbolts shall be similar in size and shape to No. 410 
Drawbolt manufactured by Beehler Steel Products, St. Louis, Mo Drawbolt 
shall be attached with 2 tubular rivets through the groove binding and with 
tubular rivet and burr at least one more point on the lid and with 2 tubular rivets 
through the tongue binding and with bifurcated rivets at least 1 more point on 
the body. 

3.1.3.6 Custom Seals or Clamps: Custom seals or clamps shall be of adequate 
size to permit use of wire seals to seal cach shipment of blood. Sealing clamy 
shall be attached with trunk nails clinched on the inside. 

3.1.3.7 Bottom Bumpers: Bottom bumpers, if used, shall be similar in size 
and shape to No. 1210 Beehler Steel Products Co., St. Louis, Mo., and be attached 
and located as shown on drawing with two bifurcated rivets to bottom of body 

3.14 Rivets, Burrs, and Trunk Nails: All tubular rivets and bifureated rivets 
shall be %4’' diameter of body and head diameter of %¢’’. All tubular rivets 
shall be of sufficient length to provide a minimum of 4.¢"’ clinch. All bifurcated 
rivets and trunk nails shall be of a sufficient length to provide a minimum of 
1.’’ clinch. Rivets shall be fabricated from rivet grade steel wire and riveting 
burrs shall be fabricated from steel strip. 
» No change. 
6 No change. 
7 Adhesives. 
.7.1 Adhesives used to bond vulcanized fiber to plywood shall conform to 
Type I or II, Class I of Specification MIL-—A-397 B. 
1.7.2 Adhesives used to bond the insulation to itself, and the insulation to 
the close fitting heat sealed envelopes of moisture-vaporproof material and the 
heat sealed moisture-vaporproof material to the wood shall be suitable for 
making a satisfactory bond and shall be water-resisting and shall have little 
or no deleterious effect on the insulation at time of fabrication or after extended 
contact. 


° -* 
o.1.4.0 


Adhesives used to bond the aluminum sheet to itself and aluminum 
sheet to the moisture-vapor barrier and the sponge rubber frame to the top of 
the insulation in the body of the box and the top flange of the aluminum walls 
as well as the rubber gasket to the lid shall he of a type recommended by the 
adhesive industry to obtain a strong, secure, long-lasting bond 

3.1.8 No change. 

3.1.9 No change. 

31.10 Binding. 

3.1.10.1 Tongue and Groove Binding: Tongue and Groove Bindings shall be 
formed of 0.024 inch thick steel to the dimension shown on drawing. Tongue and 
Groove Bindings shall be attached with tubular rivets as shown on drawing 

8.1.10.2 Fiber Angle Binding: Fiber binding shall be formed of 0.040 inch 
thick fiber specified in 3.1.2.1. Each leg shall be approximately 114 inches wide. 
The bindings shall be attached with Bifurcated Rivets spaced at approximately 
114 inch intervals, 

3.2.1.1 Body Section: In addition to the requirements previously outlined in 
Purchase Description No. 8, except where they conflict, we feel the following 
requirements should be added. 

The plywood panels shall be covered on the outside with vulcanized fiber 
approximately .017 inch thick. 

The fiber shall be bonded to the entire surface of the panel and shall be clean, 
smooth and free from waves or irregularities. The panels shall be joined by use 
of 3d cement coated box nails at approximately 5 inch intervals. All joints shall 
be reinforced along their entire length with vulcanized fiber angle binding, 
approximately .040 inch thick, with each side of leg approximately 1% inches 
wide. The angle bindings shall be secured with bifureated rivets. The rivets 
shall be spaced at approximately 1% inch intervals. 

The top edge of the body section shall be reinforced with a tongue binding made 
of .024 inch thick steel. The tongue binding shall be secured to the body section 
with tubular rivets located as shown on drawing. Bottom corners shall be pro- 
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n furnished tl ffice, citations to payment and transpor 


ng the date each such voucher was 


] i I r of the dish g officer, the name of the 
( é 1 the b of 1 on which shipments 
‘ le } l an itemized statement of the Government’s 
ested that tl ffice be informed, in quadruplicate, at the earliest 
e docks ‘ the bankrupt proceedings and which 
ad ( ited Tor default 
6. I eve requ his office be informed, in quadruplicate 
( Lhese ] e¢ ngs and of the outcome of the matter 
Judge Ad e Gene 
[Ss NATHANIEL B. RIEGER, 
Colonel. JAG 
Chief. Litigation Division 
I InIT 77B 
095 Bailey Engineering ¢ In 
MEDCI | Ind 
12 OK ) 
Subject Bailey Engineering Co., Ir (In Bankruptcy ) 


TSG, Department of the Army, Washington 25, D. C., 14 October 1953 
To: Chief. Armed Services Medical P1 


ocurement Agency, 84 Sands Street, Brook 
1, New York 


Attention is invited to basic communic:é 
For the Surgeon General: 


[S] Davin E. MaArcuus, 
Vajor, MSC, 
Chief, Legal O fice 


2d Ind on1ltrfrm JAG, dtd 12 Oct 53 


Sul B vy Engineering Co., In In Bankruptcy ) 
ASMPA-LI 2dInd WEH/jaj 


Armed Services Medical Procurement Agency, 84 Sands Street, Brooklyn 1, 

New York 
To: The Judge Advocate General, Washington 25, D. C 
Lit ition Division 


Attention: Chief, 
1. In accordance with the request contained in paragraph three of the basic 
in quadruplicate, the Contracting 
dated 19 October 1953, with inclosures, which sets forth 
the details of the claim under the Guaranty Clause for delivery of defective 
il under the subject contracts. There are also inclosed herewith quad- 
ruplicate copies of Contracts MPA-30-287-—md-18453, OIN 42687, and MPA-30 
28T7T—md-18455, OIN 42688, together with the Contracting Officer’s letters of 27 
October 1953 invoking the Guaranty Clause on each contract. 
the fiscal data requested is also inclosed herewith 


communication there is inclosed herewith, 
Officer’s Memorandum 


y 





A list containing 
In this connection attention 
is invited to the fact that this Agency does not have complete information as to 


payments under the Federal Civil Defense Administration Contract MPA-30 
287—md-—18453, OIN 42687. It is suggested that direct communication be made 
with the Fiscal & Budget Division, Federal Civil Defense Administration, 1830 
Columbia Rd., N. W., Washington 25, D. C., for further information. 

2. Contract MPA-30—-287—md-—18453, OIN 42687, is the contract terminated 
for default. No repurchase has been initiated as of this date. If it is necessary 
to make a repurchase full details will be forwarded to your office. 

3. The bankruptcy proceeding is being held in the Federal District Court, 
Newark, New Jersey and the Docket Number is 2958C. 

HOwaArp F. CurrIir, 
Colonel, USAF (MC), 
Chief of Agency. 
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cc: PBNo. 5. 
Incls 
1. Contracting Officer’s Memo, dated 19 Oct 53 (in quad.). 
2. Contract OIN 42687 (quad.). 
3. Contract OIN 42688 (quad. ) 
4. Copy, ASMPA ltr. dtd 27 Oct 58, on OIN 42687 (quad.) 
5. Copy, ASMPA Itr. dtd 27 Oct 53, on OIN 42688 (quad.) 
6. Ist Memo Ind dtd 26 Oct 53 frm Ch. Fise. & Bud, Div. to ch. Legal (quad. ) 


LE 
Serial: 94918 
LJS/jaj 
L OCTOBER 1953 
To: Chief of Finance, 
Department of the Army, 
Washington 25, D.C. 
Subject: Voluntary Petition in Bankruptcy of Bailey Engineering Co., Ine 
In compliance with the provisions of AR 35-730, Change No. 2, Paragraph 15e, 
transmitted herewith is a copy of a letter dated 1 October 1953, subject as above, 
to the Judge Advocate General. 
HowaArp F. CuRRIE, 
Colonel, USAF (MC), 
Chief of Agency 
Inel epy ltr dtd 1 Oct 53 
ec: The Surgeon General, Department of the Army, Main Navy Building, 
Washington 25, D. C. (Attn.: Chief, Procurement Coordination Branch, 
Supply Division.) 
PB No.5 


] 


EXHIBIT 77E 
LE 
Serial 94746. 
LJS/jaj 
1 OCTOBER 1953 


To: The Judge Advocate General, Department of the Army, Washington 25, D. C 

Through: The Surgeon General, Department of the Army, Main Navy Building, 
Washington 25, D. C (Attn.: Chief, Procurement Coordination Branch, 
Supply Division.) 

Subject: Voluntary Petition in Bankruptcy of Bailey Engineering Co., Inc 


1. In compliance with the provisions of AR 27-5, Sec. 11, Par. 7, the following 
information is submitted: 

a. Names of parties to the proceeding: Bailey Engineering Co., Inc., 100 Myrtle 
Avenue, Ramsey, New Jersey 

b. Nature of the action: Voluntary petition in bankruptcy 

ce. Tribunal: U.S. District Court, Newark, New Jersey 

d. Docket No.: Unknown. 

e. When and upon whom service was made: No service was made upon this 
Agency. 

f. Government’s Interest: Contractor was awarded two contracts for blood 


boxes. All deliveries had been completed under one contract, but the other con 
tract was terminated for default This Agency is presently considering the ne 
cessity of procuring the defaulted material elsewhere. Defects in material a 





cepted by the Government under both contracts have been discovered ; 
personnel are conducting an investigation to determine the extent of these de 
fects and the refund due the Government under the Guaranty Clauses 

g. Time within which to plead or otherwise respond The petition was filed 
September 1953. 

h. Nature of principal defense: Not applicable 

i. Identity of defendant: Not applicable 

j. Amount claimed: Not yet evaluated 


Oo” 
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ExHIBir 78B 


Memorandum to: Chief, Price Analysis Branch 
Subject: Contracts OIN-42687 and 4268s, Container, Shipping, Insulated, Type 1, 
M-—1, Stock No, 4-186-120 (NS—4 CD-V-156) 


Reference: Report of Inspection of Containers, Shipping, Insulated, Bailey 

Engineering Co., Ine., Contracts OIN—426S7 and 42688 dated 2 October 1955 

1. Attached reference report is forwarded 

2. It is requested that recommendatior e made to the Contracting Office if 
PB-5 concerning price reductions to be effected on ubject cor act by invoca 
tion of the arant cla 

3. The above requested recommendations should concern themselve 
with A and B of Classification of Defects. C and D are separate ! 
should not be included therein 

1. It is requested that reply be expedited 


Lt. Colonel, MC 


2 OCTOBER 1953. 


Memorandum t Chief, Purchases Divisio1 ASMPA 


Subject: Inspection of Containers, Shipping, Insulated—Bailey | 
Company, In¢ Contract OIN 42687 and OIN 4268s 
] In accordance with instructions contained in Memorandum from C} f 
Agel to Chief, Purchases Division, dated 28 Septembe 1953, the 
report is submitted 
> 4 1M va ( hed it ordance with insti tions rn ‘ 
Chie P Divisior nd crite furnished by Chief, Ma el § ! 
I> 
Ss JAMES V. SHA 
Lt. Col. USA} ‘Q¢ 


| worl i ed s inclosure 2 | es} 
( pol 
Twelve cont ers were inspected at Fort Totter nd fifty each at Me 
Z i | fhe 12 ] I l 
‘ \ | } () G34 
‘ ) ‘ } f 1 } } l 
ese] M uy ‘ 
(HM) t w l xX iO ve | 
draw 50 f 1 represe V 
All ere p te the I Of! 
ear ] ted ol ye Li ( lL) pe I l were IS i 
rpose Ol 
. It m be noted this time that, onl ith the opera ‘ I Lit 
G. W. Spotts, Lt., MS¢ USN, Medical Stores Section Mechanicsh 
B. Re ! IN¢ Col ! (ofl | M IL) 
nade gned ! ( i | he the I " im the ( 
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ExuHiBiT 78E 
24 SEPTEMBER 1953. 


CLASSIFICATION OF WORKMANSHIP DEFECTS FOR DEPOT INSPECTION OF CONTAINER 
INSULATED Type 1, M-1 


A- 2.5 percent defectives. 

A-1. Missing, improperly applied or corroded hardware (hinges, corners, 
latches, clamps, chains. Cardholder: Loose rivets and/or staples. ) 

A-2. Gaskets improperly located or not securely cemented. (Secure against 
lateral thrust.) 

A-3. Aluminum interior not properly cemented to insulation or sealed at 
corners. (Lack of proper cementing as indicated by “Oil-canning”’; lack of 
sealing at corner overlap of aluminum sheet as detected by visual examination. ) 

A-4. Handles not securely attached to ice can. 

A—5D. Protective coating not on ice can (outside and inside). 

A-6. Broken or incomplete welds on bottle racks. 

A-7. Improper positioning of bottle clips (angulation to frame). 

A-8. Plywood outside—Panels not securely cemented to insulation (visible 
space and/or appreciable play between components). 

B 6.5 percent defectives. 

B-2. Blisters in vulcanized fiber on outside (delaminations readily detectable 
by visual and/or manual means). 

B-2. Spacing of staples: Greater than 1% inches average (approximately 1% 
inches) on centers on corner reinforcements and/or greater than 3% inches 
average (approximately 3 inches) on centers on valence. 

B-3. Outside of container not completely varnished. 

B-4. Instruction cards missing. 

B-5. Marking on lid and body missing or distorted. 

B-6. Warped or blistered fiberboard cover (as B—-1 above). 

B-7. Aluminum flanged wider than one-half inch at top 

B-8. Racks corroded. 

B-9. Stained aluminum sheet. 

C Heat sealed envelope moisture vapor barrier not present inside and/or 
outside of insulation. 

D- Body gasket not of monocellular rubber. 


Exuisits 79A-—79C 


(A) Memorandum of October 19, 1953, from Maj. Eugene L. Shanahan, con- 
tracting officer, Armed Services Medical Procurement Agency, to chief of agency 
recommending that claims under guaranty clauses in Bailey contracts should be 
invoked in total amount of $68,013.26, detailed tabulation attached, 

(B) and (C) Letters of October 27, 1953, from Maj. Eugene L. Shanahan, con- 
tracting officer, Armed Services Medical Procurement Agency, to Bailey Engi- 
neering Co., Ramsey, N. J., officially notifying contractor that 21,644 containers 
furnished under Bailey contracts have been determined to be not in conformance 
with contract provisions, and requesting repayment of $13,384.62 as compensa- 
tion for these defects. 


ExuHtIsit 79A 


PB-—5—-ELS : mr OcTOBER 19, 1953. 

Memorandum to: Chief of Agency. 

Through: (a) Chief Contracting Officer. 

(b) Chief, Purchases Division. 

Subject: Invocation of Guaranty Clause on Contracts OIN-42687 and 42688, 
Stock No. NS-4 CD V-156 (4-186—120, Container, Shipping, Insulated, Type 1, 
M-1, Bailey Engineering Co., Inc 

Reference (a) Field Inspection Report, October 2, 1953. 

(b) Materiel Stds, Division, Evaluation, October 16, 1953. 
(c) Price Analysis Branch Review, October 14, 1953. 
(d) Price Analysis Branch Memo, October 8, 1953. 
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1. Attached is a detailed compilation of proposals to invoke the Guaranty 
Clause of subject contracts to apply on quantities that have been shipped and 
for which payment has been made to the contractor. These actions will involve 
the quantities listed thereon which have been determined by references (a) and 
(b) to possess certain deviations. No action will be taken to correct these devia- 
tions. The amounts per unit due the Government and to be claimed under the 
terms of the Guaranty Clause have been recommended by references (c) and (d) 
and are concurred in by the undersigned. Total amount of claim against both 
contracts will be $68,013.26. 

2. Request concurrence. 

EUGENE L. SHANAHAN, 
Major, USAF (MSC), 
Contracting Officer. 


Encls. (5): 1-4 Incl.—Copy of refs. a-d.; 5, Compilation of Proposals. 


9 e 


Compilation of proposals for invoking guaranty clause 


Deviations Quantity _Redu “_ Total 
J per container 


1 ubstitution ofas 41t latex spray for envelope of isture 
4 irri iterial 17, 707 $0. 694 $12, 288. 66 
Wor S lefec External luminu 
pa iy Seal , and Ww t I 1 hid, ete 
é ce ‘ I J 4 it ered 
cti { $3 each for w 4 t 
( ‘ 4, 990 2.0 0, 729. 50 
u 1 \ i er r ) ( Ular h 
I i t ( ( 45 
A int to t imed by i Ki the guaranty) 
( 4, 625. 64 
( RAC ), OIN-42688 | 
a) Substitution of asphalt latex spray for envelop of moisture | 
vapor-| f barrier steria] 137 604 2, 732. 28 
(>) Workmanship defects: External] blisters, aluminum panels 
poorly iled, and warped fiber ird on lid, etc } 3, 937 2.05 8, 070. 85 
ul ituti ol mge rubber tor 1oceilular Sponge 
ru in the t £ t 3, ¥ t 2, O31. 49 
Amount to be claimed by invoking the guaranty 
1 S 84. 62 
Gra tal clal i % O13. 26 


ExHIbBIT 79B 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
Brooklyn, N. Y., October 27, 1953. 
Address Reply to Chief, Armed Services Medical Procurement Agency, and Refer 
To ASMVA-PbB-5 OIN-42688 4-186-12U. 
Serial: 
ke: Contract MPA-—30—287—md-18436, OIN—42688 for Stock No. 4-186—-120, Con- 
tainer, Shipping, Insulated, Type 1, M-1. 
BAILEY ENGINEERING Co., INC., 
Island Road, N. Jd. 

GENTLEMEN: You are hereby notified that 3,937 units of the material supplied 
under the referenced contract have been determined to be not in conformance 
With the applicable contract provisions in that: 

a. Asphalt Latex spray was substituted for the envelope of moistureproof 
barrier material, 

b. Defects in workmanship were present, and 

ec. Sponge rubber was substituted for monocellular sponge rubber in the 
bottom gasket of the unit. 

In accordance with General Provisions 27 (Guaranty), you are hereby notified 
that replacement of these defective units will not be required, but that the 
Government requires repayment of $13,384.62 of the total contract price previ- 
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paid for these 3.937 units The Contracting Officer hereby determines 
this is an equitable a int for refunding under the circumstances from 

tl f the f vil 
a. An a int equal to $0.694 per un for each of the 3.937 units furnished 


with phalt latex spra ibstituted for the ¢ elope of moisture vapor 


Db. Al imount equal to $2.05 for each of the 5.937 nits delivered with defects 
i kmanship, and 
\ \ int equal to $0.6557 per unit for ea of 3,937 units with sponge 
r f ited fe I oce nee rubl n the bottom gasket 
\ < for $13,384.62 ade p ( » the Tre irer of the United States 
S e fe varded to the I lL) ‘ tl (ne 
If it ur opinion the find s and decision hereinbefore set forth involve 
ad e of ernil a que I : ou are heret otified that in accord 
é th the provisions of Clause 1] Disputes” of the above-numbered con 
: ippeal from these ndings and decision to the Secretary of the 
Army If proper! hied r ap] wi ! eard by the Armed Services Board 
f Cont Appe the ized representative tl secretary 


The R of the Board provide t t : appt ke the form of the 
N ce « Apnea It 1 ) the fo of a lett ny other form which 


| I I nece il Lo! I ud | I d lent, com 
plets ( ‘ { f the ’ \ Notice of Appeal must 
be 1 e Secre \ nd st be lt filed with 
1 ned ¢ ( g Off 30 days after receipt of these find 
lle 41 Not eA 1 ind e that ippeal is intended 
dentify the I number the de n fro Vhich the ap 
pt take the date of 1 le mn, the ntra ovision concerned in 
rie I re ol { i l Lie { el 2th DY the ayrype 
The R f d eN e of App e signed persona 
he ¢ { cing the ‘ c f ‘ nt « ora 
‘ hye ‘ I "i f } ‘ ( i « ized 
{ t 
f the notice of hould be fur1 


R ( MPA \ PRT OIN-42687 for S N NS4—CD V-156 

( b Ship] pe 1, M—1 

I ILN ( LN 

\ J 
( Y | 1,707 erial supplied 
el etermined te t in contormance 
f ( pe of moistureproof 

\ present l 

( : ber Was l sponge rubber in the bottom 
I dance with General P1 n 27 (Guaranty) you are hereby notified 
ent e defective unit ill not be required, but that the 
G ‘ eg ‘ re} $54,628.64 of the total contract price previ 
( paid for ese 17,707 Che Contracting Officer has determined that 
t t fur g under the circumstances from the sum 
\ equal to 3.604 per r each of the 17,707 units furnished 
Ww ul D t latex spray su for the envelope of moisture vapor 
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An amount equal to $2.05 for the 14,990 units delivered with defects in 
workmanship, and (the 2717 boxes accepted at the offered reduction of $3.00 
each because of workmanship defects are not included in this category.) 

ec. An amount equal to 80.6557 per unit of 17,707 units with the sponge rubber 


substituted for monocellular sponge rubber in the bottom gasket 

A check for $54,628.64 made payable to the Treasurer of the United States 
should be forwarded to the Fiscal Division of this Agence) 

If in your opinion the tindings and decision hereinbefore set forth involve a 
dispute concerning a question of fact, you are hereby notified that in acecord- 
ance with the provisions of Clause 12, “Disputes” of the above-numbered con 
tract you may appeal from these findings and decision to the Secretary of the 
Army. If properly filed, your appeal will be heard by the Armed Services Board 
of Contract Appeals, the duly authorized representative of the Secretary. The 


Rules of the Board provide that an appeal may take the form of the notice of 
appeal. It may be in the form of 
necessary information, including specific facts and argument, complete in reason 
able detail, in support of the appeal. A notice of appeal must be addressed to 
the Secretary of the Army and must be mailed to, or filed with, the undersigned 
Contracting Officer within 30 days after receipt of these findings and decision 
A notice of appeal should indicate that an appeal is intended and should identify 
the contract (by number), the decision from which the appeal is taken, the 
date of the decision the contractual provision concerned in the dispute, the 
nature of the dispute, and the relief sought by the appeal. The Rules further 
provide that the notice of appeal should be signed personally by the Contractor 
taking the appeal or by an officer of the appellant corporation or member of 
the appellant firm or by the Contractor’s duly authorized representative rhree 
copies of the notice of appeal should be furnished. 
Very truly yours, 


a letter or any other form which presents the 





EUGENE L. SHANAHAN, 
Major USAF (MSC). 
Contrac ting Office r 


ExuiIpits SOA—SOC 
Letter of October 28, 1958, from Col. Howard F. Currie, Chief, Armed Services 
Vie. il Procureme \vency o Army Board of ¢ ! t Appe Wasl 
9. ¢ re appeal Bailey ] inee! ( f ‘ ef 
EXHIBIT SOA 
LE Serial: 96642 LIS/jaj 








1. In compliance h APP 7-103.12 ) ) ns f here th is the 
complete e Ol b pope the Me f M r | ene 
L. Shanahan, USAF (MSC), Contracting Officer, dated 27 October 1953, and the 
locuments described in said Men ndum and attached thereto 

2. In ae rdance with the requirements contained i APP 7-103.12b (4) (qd), 
the following informatic is subi d 

Subject contract was aw ed 28 June 1952 for 30,000 Containg Blood 
Shipping, Type 1, M—1, to be delivered between 31 O ber 1952 and 50 June 1958. 

b. In April 1953, Agency personnel « 1 routin t ippellant’s plant dis- 
covered that appellant was omitting a required moisture barrier bag from the 
blood boxes. When told of this, appellant first stated that the substitute barrier 
it used was just as good as the missing bag, but later it took the position that 
t thought it had permission to make the substitution. Subsequent examination 


revealed that none of the units already delivered under subject contract cor 
tained the barrier bag, although the sample unit examined by the laboratory 
complied with that portion of the specifications Appellant’s production was 
stopped for three weeks while the substitute barrier was examined After 
intense testing it was determined that the substitute performed satisfactorily 
and that, with suitable price reductions, it should be used on the remainder 
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of the contract. Technical personnel are presently evaluating the savings real- 
ized by the change in specifications 

c. Almost from the time subject contract was awarded, appellant sought 
changes in the specifications. Numerous conferences were held concerning the 
specifications and some changes were authorized. As a result of all these con- 
ferences it was felt that appellant could produce a unit in full compliance with 
the specifications 

d. The transcript of a Congressional Hearing on blood boxes, received in 
August 1953, revealed that appellant might have been using sponge rubber in 
place of the required monocellular rubber in the bottom gasket. 

An investigation was initiated to determine the type of rubber used and the 
savings afforded by the use of the cheaper, unauthorized material. On 26 August 
1953 appellant wrote this Agency and admitted it had used sponge in place of 
monocellular rubber on all units shipped Appellant once again promised to 
produce material in accordance with specifications 

e. Farly in September two boxes from a production supposedly resulting from 











apm int latest promise to produce a completely specification box were ob 
tained for test y is devi ns from speci tions as well as examples 
of p r WwW kman T rted for each box In many instances these 
defects were t ¢ ou iscussed with annellant. some of which 
hadr lted ir I TI inued failure to comply with specifica 
tions and repr of poor ¥v anship was one basis for the termina 
tion of subject contract 

f. The other basis for termination was appellant’s failure to deliver on time 
At the date of termination, 15 September 1953, material due from March through 
Ju 195: s still undelivered. No lid re I » been ced to excuse 
apnellant’s delay It is true that aynellant was delaved in receiving tin cans at 
the start of the contract, but this should not have caused any delay in production 
The tin cans arrive all completed and only have to be placed in the finished 
box Therefore. annellant « ld 1 been prodneing all the boxes possible and 
ther d have shipped them after the arrival of the cans. In this manner only 
the first shipment might have been delayed 

r The personne nd records fe 4 s Agency w he avs able to aid the 
Government in the defense f t ppeal It is requ 1 however, that th 
appeal be held in New York City 

Howarp F. Currn 
Color lL DSA] (MC). 
Chief of Agency 
ry Surgeon General. Department of tl Army, Main Navy Building, 

Wacshinctor Dp Cc Attention: Chief, Procurement Coordination Branch, 


Supply Div n 
PB-5 


7 OcTORER 1953 
ASMPA-LI 
Memorandum for: Chief of Aget 








Subic Appea f Ba gine I from Termination for Default 
of ¢ rnact MPA—30-287-md-—184 7 
T 1 wit] he provisic f 103.12b (3) b), transmitted here 
with are the documents in connection wv bject appeal 
EvVUGENRE J] SiTANATIAN, 
VWaijor, USAF (MSC), 
Contracting Officer 
53 Ine 
7 (one ¢ v Cont retor’s * of Any 7 
- itie copy of In n 0-287 1-2-1856 
PP} Coy f letter fr ir dated 16 June 1952 
$+, Phe e ecopy of Contra OIN—-42687 
». Photos py of R is 
6. P) if py of lette 8 July 1952 
7 opy of letter fro September 1952 
xX | ‘ itic conv of letter to ¢ her 1959 
{) T os ( py of etter fy ( I , ord ed 9 Ortoher 1959 


10. Photostatic copy of letter from Contractor dated 3 October 1952 
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» 


1. Photostatie copy of letter to Contractor dated 22 October 1952 
2. Photostatie copy of letter to TWX to INM dated 4 December 1952 
3. Photostatic copy of TWX from INM dated 5 December 1952 

1. Photostatie copy of TWX to INM dated 29 January 1953 

5 Photostatie copy of Laboratory Report No. 87517 

16. Photostatic copy of letter to Contractor dated 18 January 1953 

17. Photostatic copy of letter to INM dated 25 February 1955 

18. Photostatice copy of letter to Contractor dated 25 February 1953 
19. Photostatie copy of letter to INM dated 4 March 1953. 

20. Photostatic copy of letter to INM dated 16 March 1953 

°1. Photostatie copy of letter from Contractor dated 4 May 1953 

22. Photostatic copy of letter to INM dated 6 May 1953 

23. Photostatie copy of TWX to INM dated 15 Mav 1953 

24. Photostatie copy of TWX from INM dated 15 May 1958 


25 *hotostatie copy of letter from INM dated 18 May 1953 
26 hotostatice copy of TWX to Contractor dated 22 May 1953 
27 *hotostatie copy of letter from Contractor dated 29 May 1953 
28 | static copy of letter from Contractor dated 9 June 197 
0) *~hotostatic copy of letter to Contractor dated 12 June 1953 
), Photostatic copy of letter to Contractor dated 22 June 1953 
} } 


*~hotostatic copy of letter to Contractor date 





3 June 1953 








I 

I 

l 

I 

I 

I 

I 53 
Photostatic ¢ py of letter from ( itractor dated ® Julw 105i 
I 

I 

| 

I 

I 

I 

I 


*hotostatic copy of letter to Conti or dated 26 June 1 

4 *~hotostatie conv of letter to ¢ ntractor dated 9 Julw 1953 

+. Photostatic copy of letter from Contractor dated 10 August 1953 

. Photo tic co of letter from Contractor dated 26 August 195 

7. Photos ic copy of letter to Contractor dated 31 August 1953 

38. Photostatic copy of letter to Contractor dated 1 September 1953 
89. Photostaite copy of letter from Contractor dated 3 September 1953 
40. Photostatic copy of letter to Contractor dated 8 September 1953 
41. [Phe tat opy of TWX from INM dated 9 September 1953 
12. Pho tatic copy of letter from INM duit 10 ptember 19538 
43. Photostatic copy of letter from Contractor dated 11 September 1953 
44. Vhotostatie copy of letter from Contractor dated 11 September 1953 
15. Photostatice copy of Request for Approval of Termination. 
16. Photostatic copy of Notice of Termination 
17. Photostatie copy of letter from Attorneys dated 6 October 1953 
48. Photostatic copy of TWX to Attorneys dated 8 October 1953 
49. Photostatie copy of Laboratory Report No. 15352 
50. Photostatic copy of Laboratory Report No. 15352, Supplementary 
pl. Photostatie copy of Laboratory Report No, 22061 
52. Photostatie copy of Laboratory Report No. 22065 
53. Photostatic copy of letter to INM dated 11 September 1953 


ExurTeir Si 


Re: ASMPA-PB-5 
OIN—42687 
NS4 CD V-156 
Notice of Termination for Default on OIN-42687; MPA-30-287-n 
une 1952; Terminated as to the Stock No. NS-4 CD V-156; 





8: dated § 
for quantity 
Bailey Engineering Co., Ine 





Notice of AD} eal 


Directed to Secretary of the Army Through Eugene L. Shanahan, Major, USAF 





(MSC), Contracting Officer, Armed Service Medical Procurement gency, 84 

Sands Street, Brooklyn 1, New York 

DEAR Srr: You are hereby notified that Daniel F. De Lear, Receiver in Bank 
ruptey of Bailey Engineering Co., I) ha heen appointed said receiver 
on September 22, 1953, by an order @1 ed he United States District Court 
District of New Jersey, by Referee William T. Cahill, by his attorney, Maurice 


Levinthal, hereby appe s from the notice f termination of the above contract 








tl Ik 
( 
Ho 
DEAR MR. 
‘ en 
Tey] 
é é 
M S 
1 ; 4 
I 
I 
| ‘ 
OLN . 1 
he iM 
4 y 
a 
ed s whicl 
f ‘ 
nting I 
ful ( n, if 
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1) ! de ! sued b he Armed Services Medical Pro- 

\ ce of tel ation was based on an alleged default 

neering ¢ Inc., on the following grounds 

Ke é ery of Oe units within the time specified 

Dp | delive nits conforming to specifica 

ecit facts and g ent in support of 

I erned in the spute, the nature of the 

ly f \ be forwarded to you on or before 


DANIEL F 


Reece Banl pt f Baile Bing 
MAURICI 


Attorney for 


De La 


neering ( 


AR, 
0., Ine. 


HAL, 
Receive vs 


LEVIN’ 


Counselor, 


Iter Riehlman, 


per l l ee, reporting « tus of Bailey case. 
DePARTM HE ARMY, 
Was] gtor ) mber 7, 19538 
IFHLMA 
J, 0] l . mitt 
on Ge nment Operations 








i ipplements the Acting Department Counselor's 
9 and mv o ette f Nove er 16 and constitutes a further 
| e Ar s taken te estigate and correct, as 
¢ he irse of the nittee’s investigation 
I f ad Ly i. I ( \l ed Services 
\ I} etter pre les ments on those matters 
S uple | he i e ¢ I ers were writtel 
4 i ‘ i A , i » 
ette d ASMPA was undertakir 1 study of the 
| ‘ f es of med supplies for testing 
‘ ! pply the nstant ise are established 
\ ed “Sampling Procedures and Tables for 
I ‘ ‘ e bee studied in the particuiar 
( j blo boxes pl ement, and it has been 
leq e if ‘ é ner intended 
| ( I ( wer hile failure 
ithe | adeq es in the 
\ 1 e contractil I i the Office of Naval 
‘ nsure tha ( ‘ ( mplied with 
( quate il er ns and inventory counts 
the bailey kLngineering Co. contra 
p sing " of 1 1 ma iel has issued notices 
ed f gnizant branch supervisor reprimanding 
dy ‘ ! or a 90-day period 
pre ding i im surance i itisfactory lnspection 
: D rt f é my Inspector 





f e Assis it Secretary of t Army (Materiel), 
gne ‘ n ether the deficic es in the inspection 
irred ‘ e Bailey contract ar nerally characteristic 
edical supplies and equipment. Accordingly, there is now 
n ot ed pply inspections condu ed throughout the 
States r} esults this sampling will indicate what 
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SUSPENDING PRODUCTION BY BAILEY \ND TEXAS TRUNK CO 
As was mentioned in the September % letter, it w Ol aered ‘ ple , 
ispend production of blood boxes by tl rexas Trunk ¢ pendin res 
f the questions raised by the committee nvestigati The Tex | nk ¢ 
vas recently producing acceptable items at the rate of 500 per week, and w 
the last few weeks it has completed deliveries under its curret 
The contract with Bailey Engineering Co., li OIN-42687, was ter ited 
on September 15, 1953, f two bre he f col 
12,293 units within the time specified, and (b) repeated f re f ) 
necifications On October 14, 1953, the receiver i bankruptcy f I’ 
he eer. (‘o, filed an apy agains | t l 
hia Lb ey had re ously filed a \V neat ( n | 
nited States District Court for the District f New Jerse mn Se ‘ In 
1953.) To date ASMPA has not purchased blood shipping nt ‘ ! ( 
t » market to make up the undelivered portion of the terminated Bailey contract 
d no ich purchase will be made a ong as stocks on hand and on orde 
adequate to satisfy the remaining requirements of the Fed il ¢ Defe e 
Administration 
DEVIATIO FROM SPECIFICATIONS Al 
It is anticipated that the uaranty clause in the Bailey contract w be 
invoked to assert a Government claim for reimbursen t in n amount equal t 
the savings realized by Bailey by reason of certain de tions from specil ns, 
| larly substitution of materials in the cases of the rubber gasket 1 the 
moisture vapor barrier and faulty workmans!] ich as that resulting in a 
ster on the exteriors of the boxes. In order t ertain whether the defect 
workmanship discovered on tly produced B ( boxes was chat ‘ 
of all boxes produced under both Bailey contracts (i. e., OI 12688 wh was fo 
militar requirements and has been completed and OIN—42687 wl \ I 
FCDA requirements and has been terminated as mentioned above \ ASMPA 
inspection team visited depots where the Baile boxes are tored and exa i 
representative samples of boxes produced under the tw ntracts rhe 
of this inspect is curre being lied by ASMPA and vy be d 
onjunction with cost naly wl } have been ’ ieted ¢ } 
Wings to Bailey by reason of its d n from specifi r 
result in a determination f he I f dat es wl h bye | 
On the basis of ir nresent hle t he A ' 
( ! f the l er med ] nectior ‘ } 
Le rt nt f the my Inspector Genera nd ad tmel f ‘ \ 
itte t} require he \ ‘ I I ‘ } eve! f > 
m le hle to the her } et y Gene Ace 1! Otic nve 
“ . deve 1 in other \ ndieate t some ( Arr ’ | 
ertinent eit H wove-m« ed ar I ». the ID ‘ 
he Army would greatly appre t e sub te t tting h it 
matior As Assistant Secretary Sle k me ed in } Angust ° 1 
fter the subcommittee investigation began the AY V he t | ner 
getically whatever corrective action may be ¢ ed for the ¢ 
Sincerely yours 
Joun G. A 
Dey ri} ( 
Ex! I S2A AND B 
Important Instr ol rds w h e required be at hed to h blood 
box de ered under Armed Services Med 1) é \gene) 
Exnipit S2A 
IMPO A INSTRUCTIONS ] \ 5 HEA AND ( KEI BLOOD IN 
Cris CONTAINER AT A TEMPERATURI SETWEEN 39° J] AND 50° J 
EPARATION OF BLOOD SHIPPI ( \ FOR A ( ) 
Che shipy ntainer should be prechilled and the e can filled wit! mir 
of 20 pounds of chipped ice and 2 quarts of ice water Just prior to tra 
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porting blood. When properly packed, the shipping container will maintain 
the required temperature (39° F. to 50° F.). 
INSTRUCTIONS FOR REICING CAN 
If the container is exposed to temperatures exceeding 90° F. for a period 


of 12 hours, or if the elapsed time in transit exceeds 24 hours the ice can 
must be refilled with chipped ice in accordance with the above instructions. 


Container packed Date 7 Hour = 


Date Hour _ oe 


Exuipit 82B 


IMPORTANT INSTRUCTIONS: PROTECT AGAINST HEAT AND COLD 
Keep blood in this container at a temperature between 39° F. and 50° F. en 
‘ Phe pping container sl} 1 be prechilled and the ice can completely 
filled \ chipped wet ice just prior to transporting blood Water resulting 
f I ng ice during f ng operation will not be poured out When properly 
packed shipping container will maintain an adequate temperature for 24 
} rs under favorable condition If the container is exposed to outside tem 
peratu exceeding S85 I or f the time in transit exceed 24 hours, the ice 
receptacie must be refilled with cl pped ¢ 
Container packed: Date Hour . 
( r reiced: Place 


Date Hour 


EXHIBITs 88A-838C 


Letter of March 3, 1954, from John G. Adams, Army Department Counselor 


to Hon. R. Walter Riehlman, traz ing letter from Col. Howard F. Currie 
Chie d Lt. Comdr. H. L. Cra Chief, Price Analysis Branch, Armed Services 
Med Procurement Agency, re determination of financial responsibility o 


DEPARTMENT OF THE ARMY, 
Washington, March 3, 1954 


House of Representatives. 
Drar Mr. CHAIRMAN: This letter forwards two papers submitted to this office 
t \ 





by t i Services Medical Procurement Agency concerning its procedures 
for deter ning financial responsibility of prospective contractors The first 
enclosure is a letter dated March 2 from Col. Howard F. Currie, Chief of the 
Agency, which describes t} \gency’s procedures for accumulating financial data. 
The second en ire is an affidavit dated 1 March from Lt. Comdr. H. L. Crain, 
wl supplements testin vy he gave at the committee’s recent hearing on the 
subject determining the financial sponsibility of prospective contractors. 


It is hoped that these enclosures may be considered together with testimony on 
the same subject adduced at the committee’s recent hearings and that they will 
provide helpful information t the committee 


Lewis E. Berry, 
(for) JoHN G. ADAMS, 
Department Counselor 
2 enclosures : 1. Letter dated March 3, 1954; 2. affidavit by LCDR Crain. 
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EXHIBIT 83B 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
Brooklyn, N. Y., March 2 1954 


Address reply to Chief, Armed Services Medical Procurement Agency, and refer 
to ASMPA-CO, 


Serial: O3755. 


Hon. R. WALTER RIEHLMAN, 
Chairman, Mil tary Operat ons Subcommittee, 
Government Operations Committee, 
Tlouse of Re} esentat PR 
Ve House Office Building, Washington, D.C 
Dear Mr. RIEHLMAN: There is inclosed herewith an affidavit accomplished by 
Lt. Comdr. H. L. Crain, Medical Service Corps, 1 ted States Navy, wh 


designed to clairfy an answer given by him in testimony before your sube 








mittee at the | of February 23, 1954 It is requested that considerat 
e given to incorporating this affidavit in your records 
As corollary t he conter of Commander Crain’ ffidavit, vou will he ter 
ested to know that the Agency's system of centralized m ite! nee of data pet 
taining to contractors’ financial responsibility was instituted du oe Nove 
and December of 1951, prior to w h the individu contracting officer \ 
harged with the quisition and evaluation of such information At the present 
time, files are maintained for 1,506 contractors, 1,047 of which are considered 
be in the “active” category) Represented in t ro are those facilitia vhose 
financial responsibility may be readily determined by reference to the ew 
ilance sheets, comprehensive Dun & Bradstreet reports nes of credi hanl 
stutements and other compelli ‘ len¢ of fiscal stabi reflected in t 


individual folders 
Additionally, 250 files exist for those contractors who did not receive any 
awards during calendar year 1953, due to their failure to bid or their inal 





to bid competitively, and who did not submit balance sheets in the inter of 
keeping their records up to date However, these folders contain selected 

data which could be used for the purpose of establishing financial responsi 
bility, if supplemented with more recent material Final 209 inactive files 


are available for reference, but are neither current nor complete. These records 
pertain to contractors who are not now competing for Agency business 

With the exception of the latter category, all contractors described in the 
previous paragraphs will be circularized in the very near future 
objective of acquiring new balance sheets for the business year ending Decembe 
31, 1953. On the bs 
activity of particular 
facilities now carried in the first 2 groups will be releg 


with the 





is of the resultant response, as qualified by the bidding 


contractors during the last 24 months, certain of the 






ted to an inactive status 





In reviewing, revising, maintaining these files, command emphasis will ce 


to be directed toward obtaining (1) balance sheets and other formal fir 


} statements, (2) corollary data from the contractor’s banks, (3) Dun & Bradstre 
ratings and reports, and (4) estimates of individual contractor's financial and 
production ability, as reflected by other governmental and commercial con 


tractual commitments 





‘ It should be noted that most of the firms which the Agency does business 
have been historic suppliers to the milit: al services, with long records 
of extremely satisfactory performance Facilities have seldom failed to 


meet their contractual requirements, consistently delivering quality products in 
accordance with prescribed delivery schedules. Consequently, the financial 
structures and canahilities of such companies are known to both the contracting 


personnel and the financial analysts, and this combination of experience plus 





reliable data has been instrumental in placing contracts intelligently and eff 
tively the same token, the importance of accurate determinations of finar 
cial responsibility has always been recognized by the Agency, and qualified 
personnel have been recruited to accomplish this mission. This increased 
strength is utilized in the most advantageous manner possible, commensurate 
with the overall requirements of the workload Management studies have 





ions within this group, with the result 


recently predicated a realinement of 
red to another element 


that the price redetermination function has heen transfe 
This action will allow the 2 officers and 6 civilian employees presently compris 
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ing the Pricing and Statistics Sect to devote a greater proportion of their 
effort to further improving the efficiency of the pricing and financial responsi- 
t pec {f med il |] ( é I 
lt nnectior th the past act t of the Pricing and Statistics Section and 
iniza I predecesso! nu taining and evaluating financial responsi 
( is eresting to note that this Agency has been subjected to five 
wctions of general coverage during the period June 23, 1952 to the present 
ell ectior vere ted by personnel assigned to the Officers of 
Insp Gener f ( ee I y departments who were either accom- 
g nsyp vere g intly at the request and in behalf 
D e, ASMPA. In every instance, the manner of performance of 
pol vy fm I observed and critically evaluated, but 
( d epancies re ever reported 
I ag expre ypreciation for the opportunity given this 
\ to present add na formation on the procurement of blood-shipping 
ntainers to your subcommittee Any supplementary material or data which 
f t} atter will be expeditiously furnished upon receipt of 
Ve yours, 
Howarp F. Currir, 
Colonel, United States Air Force Medical Corps, 
Chief of Agency 
( ( f A ffida of Lit nt Commander Crain 


I have been advised that I inadvertently answered a question posed by a 








| 
ember of the House Subcommittee on Government Operations during its 
! ng on February 23, 1954 hich may have ven the impression that informa 
nd data pertail to final | responsibility are acquired only when a 
actor is under considerat for an award The purpose of this affidavit 

fv « if necessary rrect the record 
complete file ’ ! ned f ill active « actors, and reflect 
rate nd uy date f data hich « be obtained, both 
é nty tor l elf ore Ar S( ree a matter of prefer 
f ndependent ertified or signed financial statement is the most desire 
y e of a me for the purposs esta shing e contractor’s status 
' financi resp ( ire requested to furnish 
ent nely ! he it il ¢ the firm is made, and 
t d I s thereat r to award action will not 

hg ’ ements \ } ¢ r1 eat 





hom the Agency con 





Se pre des he f ! ng of financia tatement In t se cases 

& Bradstreet reports ar q ed, the information contained therein is 

nd terpolated and, if en il ifficient detail, provides a basis for 

ng the ind ina { s financial resp ] ty On the other 

Dun & Bradstreet dat gue or incomplete, the contractor is re 

que d to furnish some her « lence of fil ial backing, such as a line of 

‘ ha bar mme fact r another cor ny, and the adequacy 
f tl dence is corroborated etters or cor iry financial statements, as 

Blanket lit f dit extended |} banks are used for a maximum 
nd flirmed at ¢] ‘ 

It she d be ¢ I ed that the rmation acquired initially is permanently 
filed nd perioc ally reviewed or curacy, completeness, a d cur ency. In- 
formatio S ten obtained thr h the medium of the Industrial Mobilization 
D ! hich 1 ntains « ( n with supplie1 ho are participants 
n the Department of Defer roduction allocation program. Contractors occa- 
siolr y submit finan data \v intarily, with the objective of insuring that 
their files are up-to-date and correct. Finally, all pre-award and facility surveys 
are screened, and such financial data as may be attached thereto is extracted 


and centrally filed 
Under normal conditions s estimated that approximately 1,000 firms and 


tA fies eurrenti the j ont i at 1 Vy one time under medical procure- 


mel rograms, and the financial records pertaining to these contractors com- 








INSULATED 


prise the active file. I m 7 
sheet plus additional supple 
naintained, the informatior 
become eligible for an award 
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We are forwarding copies of this letter to the Federal Bureau of Investigation 
and the General Accounting Office for their information and guidance. 
Sincerely, 


WarRREN OLNEY III, 
Assistant Attorney General. 


EXHIBIT 85A 


ARMED SERVICES MEDICAL PROCUREMENT AGENCY, 
OFFICE OF THE DIRECTORATE, 

BLoop AND BLoop DERIVATIVES GROUP, 
Washington 25, D. C., December 16, 1958. 

In Reply Refer To : 016486 

Mr. PAvuL Correr, 

House Military Operations Subcommittee, 
New House Office Building, Washington, D.C. 


Dear Mr. Correr: In reply to your request for information concerning icing 
of blood-shipping containers, the following summary is submitted from material 
in the files of the Blood and Blood Derivatives Group: 

In January 1953 a suggestion to add ice water in addition to the wet ice to 
the ice can of blood-shipping containers was submitted to the Blood and Blood 
Derivatives Group. At that time, it was recommended that a revision in the 
instructions for shipping blood using ice and ice water not be instituted until 
improved water-tight cans became available. Recommendations to revise the 
present ice can were submitted to the Armed Services Medical Procurement 
Agency. 

In August 1953 the suggestion to add ice water in addition to the wet ice to 
the ice Can Was again submitted to the blood group. At that time it was recom- 
mended that, because of precooling of the container, it was not necessary to 
idd water to the ice can Prior to June 10, 19538, several tests concerning the 
type and amount of ice to use in shipping containers in order to assure a safe 
te erature for whole blood en route were completed at the Armed Services 
Biood Processing Laboratory, Travis Air Force Base. Cracked ice, flaked ice, 
and three-fourths ice plus one-fourth water were employed in the test. In 
summary results revealed “that the more ice used in a can, the longer the desired 
temperature Was maintained. While the mixture of ice and water cooled the 
container faster, a full can of ice maintained the desired temperature longer. 
fherefore, since we always precool shipping containers to 45° to 50° F. before 
packing whole blood in them, the speed with which the containers are cooled 
is not a factor.” 

in this connection, it is pertinent to refer to certain findings reflected in charts 
of National bureau of Standards and Armed Services Medical Procurement 
{gency conducted tests which are attached to the joint Memorandum for the 
itecord prepared by Mr. C. W. Phillips, National Bureau of Standards and Mr. 
B. D. Pile, Armed Services Medical Procurement Agency, dated August 6, 1953. 
Columns 5, 6 and 7 of this chart show that with water added the ice remaining 
at the end of the test period was 5.5, 6.2 and 7.5 Ibs., respectively. In columns 
10, 11 and 12, the residual water was permitted to remain but no additional water 
was added. The ice remaining at the end of these tests was 7.9, 12.2 and 9.5 

s., respectively. Thus, it is concluded that since a greater amount of ice re- 
mains at the end of the test period when no water was added, the refrigerating 
potential is present for a longer period of time. This advantage provides a 
greater safety factor under field conditions. It is significant to note that the 
variation in average temperatures of the tests described, e. g., with and without 
added water, is only 0.5 degree. 

After several field trips to Korea with blood shipments, it was determined 
that the present instructions were satisfactory for maintaining the desired 
blood temperature. However, instructions were issued to fill the ice can with 
chopped wet ice, and not to pour out the residual water. These instructions seem 
practical to carry out. Because of the different varieties of ice found in the 
field, instructions to fill the can with wet ice present fewer variables than when 
vdditional water is added Reicing of blood en route and at several stations in 
the field may be done by individuals not specially trained in blood handling. 
(herefore, a means of reicing which presents as few complications as possible 
is desirable. The fact remains that under field conditions the method of icing 
blood at the present time is completely satisfactory. 
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Based on recommendations from the field, an expandable blood shipping con- 
tainer capable of being handled by one individual is currently being evaluated. 
The method of icing does not require an ice can, as ice is packed in a plastic 
bag placed above the bottles of blood. If this experiment proves satisfactory, 
recommendations for standardization of this lighter weight, smaller capacity 
shipping container will be made by the Blood and Blood Derivatives Group. 

The Directorate, Armed Services Medical Procurement Agency has been in- 
formed of the foregoing information, 

Sincerely yours, 
Mary ‘I’. SPROUL, 
Commander, MSC, USN, 





) Chairman, 
> 
- ExHiBiT 85B 
Marcu 11, 1954, 
ss ? Mr. C. W. PHILLIPS, 
National Bureau of Standards, 
Washington 25, D.C. 

Drar Mr. PHILLIPS: With reference to our telephone conversation of even date, 
there is transmitted herewith a copy of the letter dated December 16, 1953, 
addressed to me by Comdr. Mary T. Sproul, of the Blood and Blood Derivatives 
Group, Washington, D. C., 

Your comments on the enclosed letter will be greatly appreciated. 

Sincerely yours, 
PAUL J. COTTER, 
Chief Counsel, Military Operations Subcommittee. 
EXHIBIT 85C 
UNITED STATES DEPARTMENT OF COMMERCE, 
NATIONAL BUREAU OF STANDARDS, 
March 22, 1954. 
In your reply refer to file No. 10.3. 
Subject: Icing of Blood Shipping Containers. 
Mr. PAuL J. Correr, 
Chief Counsel, Military Operations Subcommittee 
of the Committee on Government Operations, 
House Office Building, Washington, D.C. 

DEAR Mr. Corter: In reply to your letter of March 11, 1954, in which Com- 
mander Sproul’s letter of December 16, 1953, was enclosed, we submit the fol- 
lowing comment. 

Commander Sproul’s statement ‘The fact remains that under field conditions 

Zz the method of icing blood at the present time is completely satisfactory” is 
, very significant. In fact it is a most important criterion by which any device 
- can be evaluated. It is to achieve this end result that specifications and tests 
. are devised. Whether the tests outlined in the purchase specifications are 
{ satisfied or not is, of course, another question, and a primary one as far as the 


tests conducted by this Bureau were concerned. <A point to be remembered in 
this regard is that field conditions may be either more or less severe than 
specification tests and equivalent accuracy of measurement of conditions is 
certainly more difficult under field conditions than in a laboratory. 

Commander Sproul’s letter refers to tests at Travis Air Force Base in which 
various sizes and shapes of ice particles were used and where various quantities 
of ice were used. We would expect that, other factors being equal, ‘the more ice 
used in a can, the longer the desired temperature was maintained.” 

In all National Bureau of Standards tests reported in the NBS-ASMPA com- 
parisons (August 6, 1953), ice containers were filled to capacity with ice of 
random broken size. In no case were the cans partially filled. It should be 
noted that after the cans were completely filled with ice upwards of 8 pounds of 
water could be added. 

In every instance both at NBS and at ASMPA where the ice cans were filled 
to capacity with ice, not partially filled, and the free water drained from the ice 
container at the outset of a test, the temperature of a bottle in the top rack 
rose above 50 degrees in less than 24 hours. 
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In eve nst ( vhere the i were filled to capacity with ice, and 
then filled to capacity with wate r allowed to remain partially filled with 


wate \W had bee irried 1} wil the ice during fi I the temperatur 





the t bot re ned below ° I. for the 24 hour test period l'rom these 
here minimum amount of water that raust 
e ice I lded after filling with ice) to accomplish the 


a f ‘ hang | yt that there is an optimum amount of 
v fter gy t tainers wit ce, will produce the 
‘ eluperature n the top bottles for a 
ind (par l he top rack of 
} t excl fi ticient eC rface 
l the wate! ire than would 

‘ 1 ‘ if t ! ‘ ( 


t \ ‘ re e that which would exist at any stage of melting if ¢ 
n I end of the 

rel ng ice is floating up in the can and when the 
‘ t ttom will tend t pproach 39° J maximum 


he ice can will be at the water ‘vel 





‘ her ft] eve the better he refi erating eflect on the top layer 
( fect f \ er levels are illustrated by tests reported 


. te 1mnT ll and 12 tha he amount of ice 


e cans W «~U.6 I a l ( ll ] thie the amount of 


can at the ou of the test was at lea pound Che 3 pounds 
W l have r ed the evel t t leas »% inches at the outset 
f ft est and to at Ile ‘ fter about 3.2 pounds of ice had melted 








VW I . ed wit ce wate atte it ha ilready been filled witl 


imn 5) the water le ches at the outset and drops only to 








‘ the ice was me This, of course, delivers refrigeratior 





>. 


